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MORNING SESSION 
Tuesday, November 8, 1949, 

M, Desmarais: Monsieur le president, le premier 
memoir agtre presente ce matin est celui de la Chambre de 
Commerce de Levis. M. Begin, le secretaire de la Chambre 
de Commerce de Levis est ici; il a eu une entrevue ce matin 
avec M. O'Donnell, le representant du National Canadien et 
M. O'Donnell a une declaration a faire a ce sujetela. Je 
ne crois pas qu'il soit neeessaire de le presenter mainte- 
nant. 

M. O'Donnell: Nous avons discute la chose et le 
chemin de fer National Canadien est pret a mettre en vigueur 
les memes taux mentionnes dans le tarif numero CM195, etant 
l'item 6010, par lequel Levis sera accorde les memes taux 
aux destinations mentionnees dans les tarifs qui sont deja 
accordes & Quebec. Cela regle le cas quant a M. Begin. 

Le President: Alors, caela regle le cas. 
M. Desmarais: Je crois que les gens de Levis 


seront tres heureux. Nous avions un autre memoir...«. 
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Mr. Hannam 


THE CHAIRMAN: Wait a minute, Mr. Covert, please. 

MR. COVERT: Mr. Chairman, the next Submission on the 
agenda is that of the Economic Planning Council of 
Abitibi, but as they are not here yet, their Mr. 
Lamontagne, I think we will go a with the Canadian 


Federation of Agriculture, Mr. Hannam. ~ 


MR. H. H. HANNAM CALLED 

EXAMINED BY MR. COVERT 

Q. Your position with the Canadian Federation of 
Agriculture, Mr. Hannam? 

A. President and Managing Director. 

Q. And would you explain to the Commission just 
what the Canadian Federation of Agriculture is and how 
it is composed? 

A. Mr. Chairman and Commissioners, I merely intend 
to introduce the presentation. The Canadian Federation 
of Agriculture was organized fourteen years azo. LG 16 
a federation of practically all organized farmers in 
Canada. Under it is represented all provinces and all 
branches of agriculture-- I mean all provinces except our 
new province which is not in yet, but they are preparing 
to be in shortly. We think that there are not more than 
six hundred thousand regular farmers in Canada, even though 
the census figures show larger than that, because there 
are so many small lot-holders and so forth included, and 
of the six hundred thousand we have four hundred thousand 
or more affiliated with our Canadian Federation of Agriculture 
which means that we have approximately two-thirds of the 
farmers of Canada in our Federation. It is open to all 
farmers, bone fide agriculturelproducers, whether they are 


organized in a farm membership organization, a rural 
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- 7526 - Mr. Hannam 


organization, a marketing co-operative, or a purchasing 
co-operative. 

Q. Now, Mr. Hannam, I understand that you are also 
associated with some world agficultural organization. 
is: that. correct? 

Ae That dis cerreat.. Tie years ago we organized 
the International Federation of Agricultural Producers 
which is now a farmers' international federation with the 
nationally organized producers of twenty-four countries 
represented, and at the annual meeting last summer, I 
was elected President for this year. 

Q. Now, Mr. Hannam, your brief has been filed with 
the Commission ani I understand that you are prepared to 
allow the brief to be taken as read into the record? 

A. “That asscorrect, Mr. Covert, 

Q. Mr. Chairman, the brief of the Canadian Federation 
of Agriculture will be read into the record, taken as 
read. Mr. Hannam, did you intend to make some specific 
remarks about it or would you prefer that we proced with 
the questioning? 

A. I had thought that you might read the brief but 
in any case we do not wish to have that done. I would 
prefer to ask Dr. E. C. Hope who is Economist for the 
Canadian Federation of Agriculture, and who has done 
practically all the work on the preparation of this brief 
to be our witness, and I would wish you to call him for 
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The Position of Agriculture 
in the Canadian Economy 
a pees oe 


Unless you lump all manufacturing industries 
together, the farming industry is the largest single 
industry in Canada It ranks first in value of capital 
investment, first in numbers of gainfully employed 
workers and first in total value of production, (Table 1) 
Table 1 Capital Investment, Gainfully Employed 


Workers and Total Value of Production 
for the Important Industries in Canada 


1943) * 
Manufacturing Total Net Value of 
Industries Capital Employees Production 
MilIfon $) numbers 
( Grape (millions) 
Vegetable $ 684. Ey Sy ct LO 
Products 
(processing) 
Animal Products 324 88 at) 
(processing) 
Textiles 455 158 334 
Wood and Paper 1,103 184 509 
Iron & Products 1,853 436 1,397 
Non-Ferrous 675 109 369 
Metals 
Non-Metallic 351 31 146 
Minerals 
Chemicals 760 g2 379 
Miscellaneous cea 25 60 
Total All Manu- 
facturing $ 6,316 1,240 $ 3,815 
Total All Mining $1,183 112 $ 530 


Total Farming 
Industry $ 5,305 1,164 $ 1,524 
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* Source of data: 1947 Canada Year Book, Numbers of 
gainfully employed in agriculture from Census of 1941, 
By 1948 total capital investment of the farms of 

Canada had reached $7 billion, 

No data on capital investment in the manufacturing 
industries are available since 1943 but in that year invest- 
ment in agriculture far surpassed any Single manufacturing 
industry and was almost 90 per cent of the entire capital 
investment of all manufacturing industries, 

More than a million workers are engaged in agricul- 
ture which is almost three times the number employed in 
the iron and steel industry, 

Net value of agricultural production is three times 
greater than that of all mining and greater than any 
Single manufacturing industry, 

The Importance of Agricultural Exports 

Although lately the products of the forest have run 
agriculture a close race for first place in value of 
exports yet within recent years agriculture has con- 
tributed more to Canada's export trade than any other 
primary industry or similar manufacturing industry. 
(Table IT) 

Table IT Total Exports of Canada and Percentage of 


Total from Agriculture, Forestry and Other 
Industries - 1944 to 1948 »* 


fee GG A Lon rated: Gail aa ot aetaE: 
1944 epee ye® 28 gi Aho 13 
1945 1,038 32 487 15 
1946 735 32 624 27 
1947 823 30 886 32 


1948 894 2g SoS 31 
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Table IT (cont 'd) 


Total 
Other Percentage Exports 

Year (Million $) of Total (Million $) 
1944 ¢ 2,028 59 $ 3,440 
1945 1,693 53 3,218 
1946 953 41 2 3310 
1947 1,063 38 aeite 
1948 lees 40 B,0e 


Table II indicates that within recent years agri- 
cultural products have formed 30 per cent of Canadian 
export trade, Before the war (1935 to 1938) our cal- 
culations show that 39 per cent of Canada's exports were 
agricultural products, This decline of importance is not 
due to a decline in exports of farm products but rather 
to the temporary great expansion of mechanical war 
materials during 1943 to 1945 and the recent expansion 
in export trade in forestry products, 

With the return to more normal trade conditions we 
anticipate that exports of farm products will range from 
35 to 40 per cent of Canada's total export trade and 
continue to be the most important export industry, 

The export trade for quite a number of farm 
products is of vital importance to the producers of 
those products, Table III shows the proportions of the 
total production of certain products which are exported, 
Ta ble- EE Exports as Percentage of Annual 


Production for a Number of Farm 
Products * 


Product pateaa os seat 
Wheat and Flour 63 85 

Cheese 63 73 

Apples 51 24 (1944-48) 
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Table III (cont'd 


Product eee ee te. 
Hogs 24 39 

Tobacco Bot 19 

Maple Products 24 28 (1944-48) 
Eggs less than 1 20 

Cattle 14 9 


* Source of data: Calculations made from monthly 
reports of Quarterly Bulletin of Agricultural 
Statistics, 


For the above eight farm products the export trade 
was very important, About two-thirds of our wheat is 
exported and almost as much of our cheese, About a third 
of our hog production is exported and about one-eighth 
of our beef, 

The export trade of our major farm products, par- 
ticularly wheat and flour, cheese, hogs and beef is of 
vital importance not only to Canadian agriculture but to 
the whole Canadian economy, Nothing should be done to 
hurt the production or trade in these products because 
time has shown that they are basic products naturally 
adapted to our peculiar economic, climatic and geo- 
graphical conditions. In a true sense they are "Natural" 
products, 

The export trade in these four products forms the 
major part cf our agricultural exports, Wheat production 
is of paramount importance over all the prairie provinces, 
Cheese production is important in Ontario and Quebec, 
However the importance of cheese is much greater than 
this fact alone since the export market for cheese forms 
the main stabilizer in the entire dairy industry and 
affects producers of all dairy products in every region 
of Canada. Hog and cattle production are of importance 


in practically all major regions of Canada, 
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Without denying that the production and marketing 
of many other farm products are of importance to 
Canadian agriculture yet the fact remains that wheat, 
cheese, hogs and cattle are the corner stones to our 
large export trade in agricultural products, Economic 
policies should be framed to maintain the production 
and export trade in these key products at satisfactory 
levels, 

Freight Rates and the Farmer 

No other group of people in Canada is more 
vitally interested in freight rates and general trans- 
portation problems than the farmers, The regional dis- 
tribution of farm production is chiefly due to climatic 
and soil conditions, modified by the transportation 
charges to the market, Radical changes in transportation 
charges can very quickly upset long established types of 
farming based on the natural factors of soil and climate, 

Changes in transportation charges cause greater 
proportional changes in prices received by farmers than 
in prices paid by consumers for food products, Because 
of natural climatic and soil conditions most of our farm. 
products are produced at great distances from the con- 
sumers, For such products freight costs are a heavy 
charge between the consumer and the producer, The prices 
of farm products for the most part are established at 
central markets, The farmer receives these prices less 
the cost of transportation to these markets, When 
freight rates are increased the immediate effect is a 
reduction in the farmer's price by the amount of the 
increase, The increase in freight rates is not handed 
on to the consumer of farm products, 

The only way the farming industry could pass on 


the full increase in freight rates or a part of the 
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increase, would be to’reduce production and allow 
scarcity to cause a rise in price to the consumer, But 
agriculture has never been organized in a manner to affect 
an over-all reduction in production, Even if it were, 

the time required to reduce oveELAl? agricultural produc- 
tion would render such procedure impracticable as a 
method of passing on freight increases to the consumer, 

As a consumer the farmer is also vitally affected 
by changes in freight rates, Prices for industrial 
products are usually set at the factory and transporta- 
tion and service costs are added in arriving at retail 
prices, Increases in freight rates are usually reflected 
in immediate increases in retail prices of industrial 
goods, They are passed on to the consumer, If the con- 
sumer will not absorb the increase, industry can rapidly 
reduce production until reduced supply forces the con- 
sumer to pay the increase, 

Thus the farmer is in the position of having 
immediately to assume the full cost of an increase in 
freight rates both as producer and consumer, Agricultural 
production in the aggregate is not flexible enough to 
enable the farmer to pass on the increase to consumers 
of food products, As a consumer he also has to pay the 
full increase on all his purchases, These twin burdens 
are of much concern to farmers many of whom live at 


great distances from their consuming market, 


PART LL 


Duplication of Services and 
Efficiency of Railways 


Since railway tolls are not left to be set by 
a free market, but to a large extent are determined by 
an administrative body, agriculture and the public 
generally are greatly concerned when changes in tolls are 


contemplated, And we contend that before any substantial 
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increases in railway rates are made, there should be a 
very thorough analysis of all phases of railway costs and 
efficiency, 

Two phases in particular we would direct to the 
attention of this inquiry; firstly, is not nearly all of 
the wasteful competition and duplication, as found by the 
Commission of 1931-32, still with us; and, secondly, are 
our railways efficient and are high salaries and high 
wage rates of railway employees justified in the light 
of railway efficiency, in comparison with the general 
level of all wages, and especially as compared with the 
income of farmers who, as we have pointed out above, are 
required to assume a very substantial share of the burden 


of all freight rates, 


PART ITA 
Duplication of Services 
Terms of Reference -- To review and report on 
e results achieved under the Canadian 

National-Canadian Pacific Act, 1933, and 

amendments thereto, making such recom- 

mendations as the present situation warrants, 

One of the questions which looms largely in the 

public mind is as to whether our railways are as efficient 
as they are made out to be, There is a rather firm con- 
viction that a large measure of unnecessary cost is in- 
volved in duplication of services, and which is reflected 
in rates charged the public. The government of 1933 was 
obviously of that mine when it had parliament pass an Act 
providing for co-operation between the railways to 
eliminate such unnecessary duplication, The strong belief 
today is that very little has been accomplished under the 
provisions of that Act, and that it is time the white light 
of public investigation should be thrown upon this phase 
of our railway problems, 


The Duff Royal Commission of 1931 listed seven 
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contributory causes of the railway problen, among which 
w6res 

1, "The over-development of railways beyond the 

immediate needs of the country,” 

2. "Aggressive and uncontrolled competition 

between nation-wide railway enterprises, a 
competition the more disastrous in that one 
of the competitors was publicly-owned and 
Supported by the full resources of the 
Dominion," 

Rejecting solutions calling for nationalization 
of all railways and plans for unification of management 
and control under one agency, the Commission recom- 
mended @ proposal put forth by Sir Henry Thornton, This 
was &@ proposal to direct the two railways to co-operate in 
any way possible to bring about Savings and efficiencies 
to the mutual benefit of the two railways, At that time 
Sir Henry apparently was convinced that his suggested 
policy of co-operation would bring about as much savings 
as could be Po tddned under a unified management plan, 

In 1933 the Government brought in the Act to 
implement the recommendations of the Commission, 

Under this Act the two railways are, "directed to 
attempt forthwith to agree and continuously endeavour to 
agree, and they respectively are, for and on behalf as 
aforesaid, authorized to agree, upon such co-operative 
measures, plans and arrangements as are fair and reason- 
able and best adapted (with due regard to equitable dis- 
tribution of burden and advantage between them) to effect 
Such purposes," (Section 16) 

During the hearings of the Commission various 
estimates were made of the savings which might result 
from co-operation, Estimates as high as $56 million a 


year were thought to be possible, 
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However, the actual results of the operation of 
the Act have been distinctly disappointing, 

An examination of the annual reports of the two 
railways gives striking evidence of the failure of this 
Act to bring about the anticipated savings from the pro- 
cedure as set up under the Act. The abandonment of 
uneconomical and unnecessary competitive lines as the 
result of co-operative action has only amounted to about 
900 miles, A certain amount of pooling of passenger 
trains between Ottawa, Toronto, Montreal and Quebec has 
taken place, The Hotel Vancouver is being run under 
unified management, The terminals at Fredericton, N.B,., 
have been consolidated, Other co-operative ventures are 
small and of limited significance, 

In 1935 the C.P.R. reported that the total 
economies in effect and recommended would amount to 
annual savings of $1,600,000, divided equally between the 
two railways, 

In 1940 the ¢.P.R. estimated the total economies 
as 4 result of the Act amounted to $1,172,000 a year -- 
which was divided between the two railways, 

Since 1940 further co-operative action seems to 
have been of small consequence, 

The annual report for the C.P. R. in 1939 said, 
"Further studies of co-operative projects under provision 
of the Canadian National-Canadian Pacific Act have 
continued to demonstrate the many obstacles to the attain- 
ment of worthwhile economies under separate management --" 

In spite of the evident failure of this Act to 
bring about worthwhile savings both the Canadian National 
Railway and the Canadian Pacific Railway in their "outline 
of Submissions" maintain that the Act in its present form 


is satisfactory and no amendments are needed, 
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The Royal Commission in 1931 stated: "we have 
emphasized the fact that a principal weakness of the 
past decade has been the failure of the railways to act 
together in their own interests and in the interests of 
the public, It is not enough that each should take all 
practicable measures of economy in respect of its own 
system, There must be joint action with a view to Savings 
in the wider sphere," (Report of the Royal Commission 
to enquire into railways and transportation in Canada, 
1931-32, Page 6) 

RECOMMENDATIONS 

We believe that positive action should now be 
taken to see that the original purpose of this Act of 
1933 is achieved, in order that there may be a@ sub- 
erent iat reduction in railway costs, 

Since the methods adopted under this Act have been 
inadequate, and results negligible, we propose that a new 
approach be made to the problem, 

We recommend: 

Le Through amendment to the Canadian National-Canadian 
Pacific Act, the immediate appointment of a con- 
tinuing tribunal which would be given authority to 
undertake research and investigate all possible 
ways to reduce duplication of services and wasteful 
competitive practices; such tribunal to propose 
from time to time to the railway companies such 
measures as the findings of their research show 
would be fruitful in effecting economies; and 
that the tribunal report each year to parliament 
recommendations which they have made and the extent 
to which these have been adopted and carried out by 
the railways; 


Bie That the Railway act be amended to provide that 
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the Board of Transport Commissioners when con- 
Sidering general freight rate revisions must take 
into consideration the extent to which the railways 
have endeavoured to bring about economies by co- 
operation or in accordance with the recommendations 


made by the tribunal proposed in Recommendation ie 


PART ITB 
Efficiency of the Railways 

Terms of Reference ~ To review the Railway Act with 
respec Oo Such matters as guidance to the Board 
in general freight rate revisions, competitive 
rates, international rates, etc,, and recommend 
such amendments therein as may appear to them 
advisable, 

The public has been told repeatedly that Canada 
has one of the most efficient railway systems in the world, 
Generally speaking, we have a high regard for our railway 
industry, but to the best of our knowledge no thorough 
study has been made of the efficiency of our railways nor 
of the efficiency of railway employees as compared with 
that of workers in other occupations, 

It has long been recognized that over a period of 
years, with respect to its labour income, hours of work, 
and capital investment, agriculture is one of the lowest 
paid of all occupations; and it would appear from figures 
available, that with respect to rates of pay, hours of 
labour, pension plans and other advantages, railway 
employees on the average are the best paid workers in 
Canada, 

In January 1948 report of the Board of Conciliation 
on & wage dispute between railway workers and the railways, 
the Chairman, Mr, Justice J. C. A. Cameron, remarked as 
follows; 

"Tt is admitted that for many years railway wages 
were in most instances above, and in many instances very 


considerably above, the wage rates of industry generally. 
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It is the declared purpose of the applicants to secure 
and maintain that differential in favour of railway 
workers," (Labour Gazette, June 1948, P. 592) 

In the same report the Chairman discussed the 
situation of the farmers in relation to the demand of 
the railway employees for a substantial increase in rates 
of pay (35¢ per hour), in these words, "In Canada 
agriculture, by Supplying the domestic and British 
markets at prices substantially below prevailing world 
markets, has and still is making an annual contribution 
to this purpose, costing its people sums of money greatly 
in excess of those involved in these wage demands," 
(Labour Gazette, June 1948, P. 599, 602) 

While the farmer is both a worker and a manager, 
the greater part of his returns from farming is earned 
as a labour income, with long hours daily at physical 
labour, which places him in the same category as the 
working man in other industries, 

It is generally recognized that a high level of 
purchasing power amongst all groups in the nation is a 
desirable condition in any country, At the same time, 
severe injustice is done when great differentials in 
rates of pay are allowed to develop between major groups 
and especially when a group with high rates secures its 
advantage by placing an extra burden upon @ lower income 
group, 

We present below tables and a chart, compiled 
from public records, which we believe lend support to 
the statements we have been making regarding the relative 


earning power of farmers and that of railway employees, 
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TABLE IV -- 


Steam 
Railways 


Iron & 
Products 


Non- 
metallic 


Non- 
ferrous 


Chemicals 


Wood & 
Paper 


Vegetable 
Products 


Animel 
Products 


Miscel- 
laneous 


Textiles 
Net Farm 


Family 
Tncome 
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Comparison of Avera 
and Salaries for fT 
turing Industries, 


and Average Net Income Per Farm 


heeeeee ee Ee 


1939 1940 1943 1944 1945 1 
$ $ $ $ 


1549 1581 


1309 1477 
1305 1373 


1339 
1397 


1392 


1395 
1141 1204 
1048 1080 
984 1021 


1062 1114 
885 958 


ee eee 
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1967 2067 


1912 1986 
1719 1776 


1706 
1589 


1753 


1679 
1440 L4gg 
1345 1407 
1300 1375 


LOL? 
1279 


L525 
1210 


——. 


2058 2200 2331 


1981 1913 2121 


1758 1778 2025 


1768 
1770 


1792 
L745 


2031 
2000 


1535 1633 1855 


1448 1511 1672 


1408 1485 1625 


1548 Rows! 


1313 


1470 


1390 1522 


1231 1422 1494 


ge Annual Wages 
mportant Manufac- 
Steam Railways 


2611 


2352 


23e5 


2295 
2254 


2048 
1861 
1825 
1756 


L7i2 


2101 


In calculating the net farm family income 


LS | A » SUES 9 coment 


we have 


first allowed an interest return of 3 per cent per annum 


on the average total farm capital as a farm expense, 


The 


figures in the table are therefore the net returns to the 


farmer and his family help for their labour and manage - 


ment after a 3 per cent return on capital, 


According 


to the evidence submitted by the Canadian Pacific Railway 


in the recent 30 per cent increase in freight rates case 


before the Board of Transport Commissioners that railway 


averaged 3.1 per cent return on its capital in railway 


investment from 1919 to 1946, and approximately the same 


rate of return from 1939 to 1946, 


In examining Table Iv it should be pointed out 
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that the average income for each industry including the 
railways is for single individuals, In the case of 
agriculture it is for the farmer and his unpaid family 
labour, Census returns indicate that this amounts to 
about one and one-third person (1.33 man equivalent per 
farm of total family labour.) | 

Average annual salaries and wages of employees 
of the steam railways since 1939 have been substantially 
higher than that of any other group of workers. Workers 
in the textile industry and in agriculture have received 
the lowest returns for their labour of all groups, As 
a matter of fact if we take into consideration what the 
income of the textile industry is for individuals and 
the income for agriculture is for the family, then 
agriculture has been the poorest paid for its labour 
of all industries since 1939, 
TABLE V -- Index Numbers of Estimated Changes in 
AST aCe the Purchasing Power of Wage Rates for 


Railway Workers and the Purchasing 
Power of the Farmers of Canada 


(1925-29 = 100) 


Railway Railway 

Workers Farmers Workers Farmers 
1913 78 1931 Ets 57 
1914 79 1932 115 56 
1915 78 1933 118 52 
1916 72 1934. 113 59 
1917 75 1935 118 67 
1918 85 1936 116 66 
1919 out 1937 120 74 
1920 g4 109 1938 124 19 
1921 93 80 1939 125 83 
1922 95 88 1940 120 83 
1923 96 88 1941 124 77 
1924 97 85 1942 124 123 


1925 96 102 1943 134 126 
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TABLE V_ (cont'd) 


Railway Railway 
Workers Farmers Workers Farmers 
1926 95 101 1944 134 129 
1927 103 103) Yoke 133 106 
1928 102 109 1946 146 122 
1929 104 84. 1947 £35 131 
1930 105 88 1948 139 133 
1949 135 127 
(estimated) 


Average 1942 to 1949 135 
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Purchasing power of railway workers calculated 
by correcting official index of wage rates by index of 
cost of living. Purchasing power of farmers calculated 
by multiplying index of purchasing power of prices of 
farm products by index of production per man, See Brief 
on Farm Prices submitted by Canadian Federation of 


Agriculture to Royal Commission on Prices, December 1948, 
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Estimated Changes in the Purchasing Power of Railway Wage Rates 
and the Purchasing Power of Farmers 
1925-29 = 100 


Ghart 1 


Index 
150 
130 
110 


Table V and Chart 1 show the annual estimated changes in the purchasing power of 
railway wage rates at standard rates of pay with no overtime compared with the 
Changes in the purchasing power ef farmers. Employed railway workers have had a 
Steady increase in purchasing power over the years. The purchasing power of the 
farmors has also had an upward trend but at a somewhat lower rate of increase and 
characterized by violent changes from year to year due to the impact of price and 
volume changes. 


For the last eight years the purchasing power of railway workers hes averaged 
5S per cent higher than the period 1925-29 and for farmers the increase has amounted 
to 25 per cent. 


Even if the employed workers in the railway industry had had to share their 
purchasing power with the unemployed railway workers during the depression our 
Calculations show that the average of 311 railway workers would still be better than 
the farmers during the depression. 
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we believe we have demonstrated, from public 
records as quoted above, that the relative position of 
farmers in the field of earnings, as compared with rail- 
way employees, is very low. 

Having done that, we would like now to quote 
public records further in Support of our contention that 
the matter of the efficiency of our railways and their 
employees should become one for real study and enquiry, 

Table VI, quoted below, shows a comparison of 
freight receipts per ton mile, 


TABLE VI -- Freight Receipts Per Ton Mile for All Steam 
Railways in Canada * 


Cents = Index 
1920 TOs 100 
1939 0.909 85 
1947 1.009 gh 
1948 Lito 110 
1949 
January 154 108 
February 1.200 112 
March 1.185 111 
April Lne5d LAT 
May tsa 124 
Average 1949 
5 months) 1,224 114 


* Annual Reports Steam Railways of Canada - 1948 and 1949, 
Canadian Statistical Review, 


Freight rates per ton mile are now 14 per eent 
higher than in 1920, the highest peak of post war 
inflation in Canadian history. In 1948 they were 10 per 
cent higher than in 1920 on a volume of business twice as 
great, Yet in 1948 the C.P.R. only made $18 million 
from railway operations compared with $33 million in 
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Prices for materials average only Slightly higher 
than they did in 1920. The June wholesale index ig less 
than one per cent higher than in 1920, 

Railway employees! wage rates per hour are about 
595 per cent higher than in ige0, 

In spite of material costs, only a little higher 
than in 1920 and freight rates about 14 per cent higher 
than in 1920, the railways claim that they cannot carry 
freight at these rates and pay railway wages 55 per cent 
higher than in 1920, They are in the process of asking 
for a further increase in freight rates, which if granted 
would force freight rates to a level about 30 per cent 
higher than in 1920, 

In June this year the fifteen International Railway 
Unions and the Canadian Brotherhood of Railway Employees 
Haaete demand on the railways of Canada for increases 
in wages and shorter hours of work, Specifically they 
are asking for a 40 hour work week (now 48 for most 
employees) with an increase in rate per hour so that take- 
home pay will be the same, and an additional 7 cents per 
hour, Moreover, it was stipulated that the employees 
must have two consecutive days off each week, If they 
worked any hours on these free days they were to be paid 
time and a half, 

Another union, the Canadian Brotherhood of Railway 
Employees and other Transport Workers has made a demand 
for the 40 hour week and an over-all increase of 30 per 
cent per hour, So far the railway trainmen have not 
brought forward any demands, 

The railway companies have stated that the 
above-mentioned demands would increase the wages bill 
of the railways by $74 million a year, 


From the above,we have shown; 
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Me uThate with respect to earnings, farmers are at 
the bottom of the list of all industries, with railways at 
the top. 

é. That freight rates per ton mile are 1] per cent 
higher now than in the peak year of 1920, but the Canadian 
Pacific Railway reported much higher earnings in 1920 than 
in 1948. 

3. That the railways are now demanding a further 
increase in freight rates. 

4. That railway employees are demanding further 
increases in pay. 

>. That the granting of the further increase in 
freight rates would mean a freight rate structure 30 per 
cent higher than in the peak year of 1920. 

In the light of the above, and bearing in mind 
that the industry of agriculture provides a very large pro- 
portion of the business upon which increases in the ag 2d 9 hy 
rates would be collected, surely it is understandable that 
we as representatives of the farming industry now raise 
the question of the efficiency of our railways and their 
employees. 

We have pointed out that, so far as we have been 
able to learn, and in spite of increases that have been 
granted the railways from time to time, the matter of 
efficiency has not been made the subject of enquiry or study 


at any time. 


We believe that the time has now arrived when such 
study or enquiry should be undertaken in the public interest. 
Recommendations 
1. That under Section 4 of the Terms of Reference, 
this Commission include in its examination a 
thorough enquiry into and study of the efficiency 


of the railways and their employees. 
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2. That the Railway Act be amended to require that 
the Board of Transport Commissioners, in the hearing 
of any application for a general increase in freight 
rates make an examination of the position of the 


railways with respect to efficiency of operation. 


PART TTI 
Effect of Geographic Disadvantages 
Terms of Reference: To review and report upon the 

effect, if any, of economic, geographic or other 

disadvantages under which certain sections of 

Canada find themselves in relation to the various 

transportation services therein, and recommend 

what measures should be initiated in order that 

the national transportation policy may best serve 

the general economic well-being of Canada. 

PART IITA 
Crow's Nest Rates 

The settled area of Canada stretches in a long 
loosely connected belt about 3500 miles long with a width 
varying from about 100 miles to 400 miles. This can be 
visualized if we consider a narrow strip of paper 18 inches 
long and only one inch wide. Along this long narrow belt 
all railway traffic has to’ move to production, distribution 
and main consumption centers. Scattered along this belt 
are certain main agricultural producing areas, naturally 
adapted by climate, soil and topography to certain types 
of farming. The long distances of certain producing areas 


from their markets is the main geographical disadvantage 


of certain agricultural producers. 

Situated in almost the center of this narrow belt 
is the prairie region. Natural conditions of soil, climate 
and topography have demonstrated over 2 long period of 
years that much of this region is primarily suited to 
specialized grain production. But situated as it -s in 


the center of a continent, this area is distinctive, in 


that it has one of the longest rail hauls to water of any 


major grain exporting country. This peculiar geographical 
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disadvantage of the prairie region makes it essential 
that nothing should be done to disturb economic policies 
affecting this region which time has proved to be sound. 

In 1897 the Government of Canada entered into an 
agreement with the Canadian Pacific Railway providing for 
special freight rates on wheat and flour to the head of 
the Great Lakes. These rates were raised temporarily 
during the period of inflation after world war I but were 
restored to their statutory levels in 1922. 

RECOMMENDATION 

Ln View OL tne Lact, that: 

1. Wheat production and the export trade in 

wheat is the most important single economic 

activity in Canada, and 

2. The wheat economy of the prairies is the 

key to the whole agricultural industry of 

Canada. 

We would insist that in the national interest 

PRELIM ret ent rates continue to be statutory 

rates, and accordingly under the direct control 


of parliament. 


Pant? Vl Tp 
Feed Freight Assistance 

As indicated above, the prairie region of Canada 
is naturally adapted to the production of grain, both 
wheat and feed grains. The main marketing areas for feed 
grains are the maritime provinces, the central provinces 
of Quebec and Ontario and British Columbia. These areas 
are situated all the way up to 3000 miles from the heart 
of the producing region. Much of the agricultural areas 
of the Maritimes and the central provinces are adapted 
by climate, soil and topography only to livestock pro- 


duction. Grain yields and costs do not favor extensive 
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production of these products in these areas. The natural 
flow is for feed grains to move to the areas naturally 
adapted to livestock production. 

Since 1941 it has been the policy of the government 
to assist the movement of feed grains by special freight 
assistance from lake ports to eastern Canadian areas, and 
from the prairies to British Columbia. 

This policy has been of great benefit to the 
prairie grain grower in expanding his domestic market for 
feed grains, and to the livestock feeder in expanding his 
livestock production. It has enabled livestock farmers 
in the east and in B.C. to utilize acreage for the ex- 
pansion of hay production and of pasturage rather than 
being under the compulsion of using these acres for what 
may be considered uneconomic production of coarse grains. 

The member bodies of our Canadian Federation of 
Agriculture, from all parts of Canada, have been unanimous 
in their belief that the freight assistance policy on 
feeds and feed grains should be continued. 

RECOMMENDATION 

We therefore recommend that the feed freight 

assistance policy be incorporated into our 

freight rate structure as a permanent feature 

of our national agricultural program, this 

to be brought about by parliamentary statute, 


Similar to the Maritime Freight Act. 


fare EV. 


Capitalization of the C.N.R. 


Terms of Reference: To review the capital 
structure of the Canadian National Railway 
Company and report on the advisability, 
(or otherwise), of establishing and main- 
taining the fixed charges of that Company 
On a basis comparable to other major rail- 
ways in North America. . 
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From time to time public Ownership of the C.N.R. 
has been under attack because of the alleged inability 
of the railway to pay its own way compared with the 
Ge wiht By The C.N.R. has been severely handicapped from 
the point of view of servicing its debt because the 
Government made a decision a long. time ago to weld to- 
gether a series of bankrupt railways. Because of over 
Optimism and faulty judgment in the past the railway has 
been saddled with a debt far beyond its capacity to pay. 
The Capital Revision Act of 1937 did not correct the 
fundamental problem, which was to reduce the debt to 
manageable proportions. Only a substantial reduction 
in the interest bearing debt can put the railway on its 
feet and give encouragement to the management and employees 
to strive for more efficient service. 

It is evident that the framers of the Capital 
RevisionsAct..of 1937 had a mind a plan to reduce the 
interest bearing debt of the C.N.R. to manageable pro- 
portions. But the provisions of this Act have failed to 
accomplish this purpose. 

Our understanding of the main provisions of this 
Act are briefly as follows: 

It cancelled practically all the accumulated 
deficits charged by the Government against the Canadian 
National System since 1923. At this time, 1937, the 
Government had claims against the Canadian National for 
capital, deficits and interest totalling $1,251,916,623. 
In addition to this amount they had a further claim of 
$388,290,263 for capital expenditures on the Canadian 
Government railroads. The Province of Canada also had 
an old claim of $15,142,633. 

By section 10, of the Capital Revision Act any 


surpluses after meeting the fixed debt charges are paid 
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into the Consolidated Revenue Fund and added to the 
Securities Trust Fund, thus increasing the Government 
Equity in the system. Any abandonments of railway lines 
are treated as capital losses ana deducted from Som 
prietor's Equity. 

Any deficits incurred by the Canadian National | 
Railways System, after paying the fixed interest charges 
on the funded debt are paid out of the Consolidated Revenue 
Fund but are not charged against the railway. 

Thus by the Capital Revision Act the net dept of 
the railway cannot increase on account of deficits, but 
only to the extent that the railway borrows for further 
capital expansion. The Proprietor's or the Government's 
Equity in the railway increases as the Surpluses are paid 
into the Treasury. It decreases as railway lines are 
abandoned. 

After the Capital Revision Act of 1937 the railway 
was left with an interest bearing debt of $1,184,612,240 
owing to the public and an interest bearing debt of 
$80,237,216 owing to the Government. The interest charges 
on this debt amounted to about $52 million a year. 

Since 1939 there has been a substantial change 
in the interest. bearing debt structure of the C.N.R. 
During the war the railway company was authorized to 
purchase C.N.R. securities held by the British people. 

The railway obtained the funds for these purchases from 
the Canadian Government. The result was a reduction in 
the debt owing to the public and a corresponding increase 


in Government held debt. 


Thus the change in the interest bearing debt 


structure from 1939 to 1948 has been as follows: 
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Debt held Debt held by 
by the Public the Government Total 


Dec .31,1939 $1,263,401,000 $ 62,154,000  $1,325,555,000 
Dec .31,1948 584,232,000 760,494,000 1, 344,726,000 

The annual interest charges on the epee debt 
amounted in 1939 to $50.7 million and in 1948 it had been 
reduced to $44.8 million due to refunding at lower rates. 

The Earnings of the C.N.R. System 

Any practical reduction in the debt charges of the 
railway must be related to the most probable future earnings 
of the railway. In Table VII we show the past earning per- 
formance of the railway. 

Since 1923 the net earnings of the C.N.R. have been 


as follows: 


TABLE VII 
Net Earnings Interest Payable Surplus or Deficit 
(million dollars) (million dollars) (million doliassy 
1923 $13.8 $ 35.4 ee1.6 deficit 
Bele 15.5 39.1 Blea 
1925 31.0 Nis ea Es aM 
1926 ei 2 39.8 2.4 surplus 
1927 oan 41.3 4.2 deficit 
1903-27 27.9 39.3 see 
1928 Urge) lp 3 2.7 surplus 
1929 35.4 48.8 13.4 deficit 
1930 LS 7 54.3 Seon)" 
1931 ~3.0 57.8 cle yas anes 
1932 See 58.4 Gero 
1926-3219. 52.7 33.6" 
1933 = 2 Bite 61.3 deficit 
1934 7.3 56.8 BO 6g r® 
1935 6.6 5D 5 = oe ane 
1936 7.5 50.3 46.7 
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TABLE VII (cont'd) 


Net Earnings Interest Payable Surplus or Deficit 
(million dollars) (million dollars) “(million dollars) 


Average 

bO33-37 Bal 55.9 50.2 deficit 
1938 -0.4 62.0 53.8 deficit 
1939 10.6 aa narg Os dy.” 
‘1940 335 50.4 Legos 

1941 54 4 50.3 4.1 surplus 
1942 Th 48.9 LAR aon 
Average 

1938-42 34.4 50.4 16.0 deficit 
1943 85.2 Lie 7g 35.5 surplus 
1944 ene @. 48.0 ols 6 

1945 Pe ae 46.3 ot.” 

1946 So. 7 AT 9.0 deficit 
1947 ols 43.8 siya wh je 
Average 

1943-47 Gara 46.5 11.6 surplus 
1948 Te 44 8 33.5 dericit 
Average 

1923-48 28.4 48.5 ee te 


(Note regarding Table VII: Net earnings calculated from 
C.N.R. earnings, statements in Canada Year Books 1923 to 
1938; 1939 to 1948 from Annual Reports of C.N.R. Interest 
payable 1923 to 1937 is interest due on debt held by the 
public only. From 1937 to 1948 interest payable includes 
interest owing to the public and the Government.) 

Tt will be noticed that before the Capital Revision 
Act, from 1923 to 1937, the C.N.R. failed to meet the 
interest on the public debt in any 5 year period. It 
also failed to meet the interest in the 5 year period, 
1938 to 1942, in spite of two years of surplus. For the 
best period in its history, the wartime period of 1943 


to 1947, it had a small surplus over all interest charges. 
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For the entire period 1923 to 1948, the C.N.R. 
net earnings out of which it could pay interest on long 
term debt have averaged $28.4 million a year. The 
average long term interest charges amounted to $48.5 
million (excluding Boverament interest prior to 1937) 
and the average deficit has amounted to $20.1 million. 

It is obvious that the Capital Revision Act of 
1937 was not a realistic approach to the problem of the 
C.N.R. It cancelled the Government charges against the 
railway for deficits and accrued interest on these et 
vances and other Government loans. But it left intact 
the outstanding long term debt Owing to the public. Be- 
fore this revision the actual operations of the railway 
had failed to meet the interest on this debt. 

The recapitalization of the C.N.R. in 1937 was 
either not based on the facts of the true earning power 
of a railway composed of three bankrupt systems - or 
else the recapitalization was based upon the pious hope 
that by some magic the act of recapitalization would 
result in greater net revenues. 

The experience since 1937 indicates clearly that 
nothing short of a bold major operation will put the 
CONGR. Ontova paying) basis. 

A’ Reasonable Debt Structure for the C.N.R. 

We have examined the debt structure of the C.P.R. 
and have come to the conclusion it would not be a2 prac- 
tical proposal to advocate a comparable reduction in the 
interest charges of the C.N.R. to the low level of the 
present C.P.R. annual interest charges of $13 million. 
We have therefore come to the conclusion that the more 
practical approach is to base the interest bearing debt 
on the most probable future earnings of the railway. 


We have examined the long period 1923 to 1945 when 
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the earnings of the Company averaged $28.4 million per 
year. But we consider the earnings are inflated too much 
by the 1942 to 1945 period. 

The average earnings from 1923 to 1939 amounted 
to $16.1 million. But tris period was unduly depressed 
by the severe depression of the 1930's. 

We have reached the conclusion that the best 
figure for long time average future earnings is an 
average of these two figures ($28.4 and $16.1 million), 
giving a figure of $22.2 million for future annual earnings. 
Therefore the interest bearing debt of the railway should 
not be larger than can be serviced by average annual 
earnings of $22.2 million. 

RECOMMENDATIONS 

The details of the present debt of the railway 

held by the Government are as follows: 


Interest Rate 
Per Cent 


Loans for repatriation 


of U.K. securities & 391, 439,302 3.5 
Loans for debt redemption 278,925,788 ones, 
Loans for rolling stock 38,228,164 EEG 
Loans for investment in T.C.A. 19,043,022 2.5 
Loans for capital expendi- 

tures & working capital 16,086,566 2 


Canadian Government Railways- 
working capital at con- 
solidation 1923 16, 7715;900 - 


$ 760,494,825 2.9% 


We recommend that the amount of the “Loans for 
repatriation of U.K. securities" and "Loans for debt 
redemption" ($670,365,090) be entered in the Proprietor's 
Equity (Government Equity) of the liabilities as additional 
securities trust stock, and the Government cancel these 


outstanding interest bearing securities. The balance of 
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the government-held debt would remain aS railway debt. 
The present liabilities and the proposed change 


would then be as follows: 


Interest Dec. 1948 Recommendation Interest Rate 
Bearing (millions) (millions) ; 
Debt 

Held by 

public $ 584 $ 584 3.5 * 
Held by 
Government 

Repatriation 

& Refunding $ 670 

Working 

Capital etc. 90 (See table 90 o50 


above - 
Total 4 items) 


Total Interest 
Bearing Pee: 


$1, 344 674 


Od 
1) 


eee err ee eee Ne PE 
*(Interest rate estimated at 3.5% instead of almost 4% as 


at Dec. 31, 1948, because of recent refunding operations 
Of $75 million at rate.of 2.9%) 


Government of Canada 
Frooriecor's Baul ty 


eats 

Capital 

Stock ;aitaee 18 - 

Securities 

Trust 379 1,049 ~ 

Capital Ex- 

penditures 

on Canadian 

Gove. Hail- 

ways SS AoTE pT Bee - 
‘wis 1,445 

Total Pre epi 


This cancellation of $670 million of government- 
held debt and the increase of the securities trust by a 
Similar amount (equivalent to common stock) reduces the 


annual fixed interest charge to $22.2 million (3.3% of 


ee mien mene 


4 
b banged i of ee ns 
t ahi ; oe if 


’ 


De Gileniih- cudgainsa dt 


“e 


* ad ag ° oG 
se eahacy my 


mC i mere 
Sdartepeves oar roshhpa ee “te. aac 
ai “hg 53 be de &, 
“0d faite? ag isbresae’ ii owas 


oft enna acid a. 


eT ae 


$674). We believe that with efficient operation the 
C.N.R. should be able to meet this obligation. Any 
savings resulting from more extensive co-operation between 
the two railways should enable the railway to finance any 
new developments which may Be Peacunare 

Any further borrowings of the railway from the 
Government for operating or equipment capital should be 


repaia [rom earnings. 


PART V 


Earnings of Railway Subsidiaries 
in Relation to Rate Increases 


In past enquiries with respect to applications 
for increased rates, it has been customary to use the 
earnings of the Canadian Pacific Railway as a measuring 
rod in calculating the need of both transcontinental 
systems for further revenue. 

| in this connection the C.P.R. has insisted always 
that Seated "other earnings", meaning earnings other 
than those derived purely from operation of the railway 
lines, should not be considered as railway revenue when 
computing the need for increased rates. 

The contention of the C.P.R. has been thar such 
other earnings, coming from such enterprises as the rail- 
way hotels, steamship lines, land development, and so 
forth, is income belonging to the shareholders from the 
prudent investment of past earnings. AS such, they claim 
this income should be divorced from railway earnings. 

Rather inconsistently, however, in their claims 
to increased rates, they have insisted on including, on 
the expense side of the ledger, interest on C.P.R. debt 
which is a charge against all C.P.R. assets. 


"Other earnings" are substantial, as is shown 


in the following table: 
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AU sO a ee ee EKernings of the Canedian P cific Railway 


Reilway Net Earnings Other Income Total 
1939 $ 25.0 hee ced $ 31.7 
1940 Baie d BOT 42,8 
1941 42.5 13.4 Boa 
1942 Au 7 | 15.9 60.6 
1943 ont 16.3 62.0 
1944 39.7 12.4 52.1 
1945 Aaat Loa 47.8 
1946 17.5 220 40,3 
1947 2043 24.8 ore 
1948 153 24.9 4O.7 


We contend that the investments creating the "other 
earnings" were mede possible to a very large extent by the 
development of the huge lend grants made by the people of 
Canada to the C.P. R. in its early years, end by subsidies 
of other kinds, as well as by undistributed profits made 
by the railway lines themselves, 

The grants and subsidies were substantial, es is 
Shown by the following items taken from the Duff Commission 
Peporl,.of 1931. 

By terms of contract of 1880 

710 miles of government constructed lines, 
turned over to the C.P.R. without cost, 
end valued et approximately =< -.= «= =: « $38 million 
Cash subsidies, in total from Dominion-$35 " 
Land grants from the Dominion totalling 
22 million ecres, selected. 
Exemption from taxes on lend grants for 20 
years efter patents were granted. 


Exemption from taxes on stock and other 
property forever. 

In addition to the above, land grants of 
11 million acres, as well as substantial 


cash grants, were made by provinces, 
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It should be remembered also that the OE Sis 
was guaranteed freedom from rate control or regulation 
until earnings were sufficient to pay shareholders of the 
railway a ten per cent dividend. (Page 78, Durf Royal 
Commission Report) 

The people of Canada, through the Dominion and 
Provincial Governments, supplied these grants and subsidies 
with the original idea of guaranteeing a transcontinental 
railway system, but scarcely with the idea that ultimately 
the railway would develop huge assets as subsidiary to 
their railway operations and the revenues from which they 
now insist on having segregated from earnings of their 
railway lines in application for increased rail rates. 

It is generally understood too, that these sub- 
Sidiaries were built and developed through the years with 
the express purpose of providing traffic for the railway. 

In 1948, in his report to the shareholders of the 
Canadian Pacific Railway, Mr. Geo. A. Walker, Chairman of 
the Board of Directors of the railway, said, respecting 
the Consolidated Mining and Smelting Co., in which the 
C.P.R. is a heavy shareholder: 

"Your interest in Smelters is the result of care- 
ful and prudent investment from time to time since 1898 
of money belonging to the shareholders which otherwise 
might have been distributed in dividends. The income from 
the investment in that company (Consolidated Smelters) 
should inure to your advantage. The original investment 
was made to develop traffic for your rail lines on the 
Kootenays, and to protect the competitive position of the 


railway." 


We are not challenging the soundness of these 
investments nor the underlying principle upon which they 


are based. Rather the contrary. But we do challenge the 
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right of the railway company to divorce the earnings of 
these assets of the railway company from the earnings of 
the railway lines themselves, when applying for increased 
revenues through increases in rail rates. 
RECOMMENDATION 
We would recommend that the Railway Act be 

amended to require the Board of Transport Com- 

missioners, in the hearing of any application 

for a general increase in rates, to take into 

account the full net earnings of the railways 

and all their subsidiaries in computing the need 


for further revenues. 


PART VI 

Method of Dealing with Special Rates 

The railway companies on occasion have adopted ~ 
the practice of effecting an increase in freight rates 
by the indirect method of Simply filing notice with the 
Board of Transport Commissioners that they intend to dis- 
continue a certain special rate or allow it to expire’, or 
revert to original freight classification of a particular 
commodity which has enjoyed a Special rate. 

A notable example of this was the action in the 
autumn of 1948 of the railways in filing notice of the 
discontinuance of the special rate on shipment of farm 
machinery from eastern Canada to western Canada. This was 
accomplished by restoring the commodity to its original 
classification, and resulted in a very substantial increase 


in the freight rates. 


This was a serious blow to western agriculture, 


inasmuch as the special rate had been in effect for twenty 


years. As a result of vigorous protest, the Board of 


Transport Commissioners suspended the action of the 
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railways until proper hearings could be held. The matter 
is still pending. 

Another example of similar action on the Certeor, 
the railways was the suspension of the special rates on 
seed grain, on the shipment of pure bred livestock and 
on livestock shipments to exhibitions. 

RECOMMENDATION 
We recommend that the Railway Act be emended 
to provide, in the case of any special rate that 
has been in existence and in use by the railways, 
that before such special rate shall be cancelled 
or suspended: 
1. A request for permission to cancel or Suspend 
such rate must be filed with the Board of 
Transport Commissioners. 

e. Reasons for such cancellation or suspension 

must be filed with the Board. 

3. A public hearing on the application has been 


granted. 


CONC LUSION 

In concluding this brief we wish to thank the 
Commissioners for the opportunity of appearing before 
them and presenting our views and recommendations. We 
bespeak your careful consideration of these. 

We believe that the appointment of this Commission, 
and the enquiry it has undertaken, have been most timely. 
We recognize that our transportation problems cannot be 
solved by the mere increasing or decreasing of rates, and 
we believe that the time has arrived for the adoption of 
bold policies and determined action to implement those 


policies in order that the best interests of the Canadian 


people may be served. We sincerely trust that the 
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Submission we have made and that others have made, will 
enable you to arrive at conclusions which will provide a 
major contribution to the future handling of the nation's 


transportation services. 


(Page 7600 follows) 
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DR. E. C. HOPE CALLED 

EXAMINED BY MR. COVERT 

Q@ . Your initisls sre? 

ete HS oe Gk 

Q@. And you sre the Be ak of the Canadian 
Federation of Agriculture, Dr, Hope? 

A. #Yes, 

Q. Now, Dr. Hope, dia you wish to make any specific 
remarks with respect to the brief, or additions? 

A. No, I just thought that I could outline very 
briefly the eight points in the brief and then we will 
see if we can try to answer some of these questions. 

Q. Would you face the Commission and if you would 
Speak quite loudly, the scoustics are not very clear here, 
A. Those sre just the main highlights or points 
Ofetne “brief ¢. I think probably you have all read this 

brief, 

With respect to the C.N. - CP Aetrof 1037 the 
Federation feels that the Act apparently has not done 
what it wes originally intended to do, The savings that 
have resulted in the operation of that Act are very small, 
and, therefore, we believe that it should be amended and 
we are recommending the appointment of a continuing 
tribunal whose task will be continuous research, looking 
into economies end efficiencies that could take place and 
recommending to the railways that these could be put into 
force, and that this tribunsel would report annually to 
Parliament, so thet the general public would understand 
what the tribunel hes recommended ,and if the railways have 
not carried out their recommendations, then the public 
will know why. 

Then we recommend an amendment to the Railway Act 


so that in case of any general freight rate revision 
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the Board of T rensport Commissioners should definite- 
ly satisfy themselves that the railways heve done their 
best in implementing the recommendations of this tribunal 
before any consideration is given to increase in retes, 

MR. COVERT: Could you speak a little louder? 

THE CHAIRMAN: "Our Papbtnichaattens in this respect 

feo review and to report on the results achieved under 

the Canadian National - Conadian Pacific Act of 1933 

and the amendments thereto, making such recommendat- 

ions as the present situation warrants". 

Have you had occasion st sll to go into the question 
and the results achieved? 

A. Yes, we have. It is in our brief - about two 
pages, I think, - yot as much detail as the railways, 
but I believe sufficient detsil to satisfy ourselves 
that it has not been yery effective. 

Q. All right. 

A. We are also recommending that the Commission 
under one of the terms of reference itself make some 
study of the efficiency of the railways. We have not been 
able to find so ‘far, that any comprehensive study has 
been made of the efficiency of Canadian lebour, for 
instance, on Csnadian railroads. The Board of Transport 
Commissioners hes made 2 small study on the efficiency of 
the mechanical equipment on the railweys,but not of labour 
efficiency, 

Now the Crow's Nest Pass rates, we recommend to stay 
under the direct control of Parliament, and be statutory 
as they are at present. We are recommending that the 
feed grain freight essistance now granted to Eastern Canada 
end British Columbia be incorporated into the railway 
freight structure in 9 manner somewhat like the Maritime 


Freight Retes Act. 
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We recommend the capital debt of the Canadian 
National Railways be reduced to the extent of $670 ,000,000 
by transferring that portion of the debt called "Loens 
for Debt Reduction" end "Loans for Repatriation of 
Securities" which totals $670 ,000,000, to be transferred 
to Proprietors! Equity therefore leaving the railway 
free of Interest-Fixed debt, being put into the category 
of common stock, 

Then when it comes to the question of freight 
increases, we recommend that the Railway Act shoulda 
be emended to require the Board of Transport 
Commissioners to take into consideration ell the earnings 
of the railways, not just necesserily what they 
classify as railway earnings slone, Those are the 
main points of our submission, 

Q. Now, Dr. Hope, there sre a few questions that 
I wanted to desl with. Have you a copy of your brief 
with you? 

Bev Les, 1.b'1s here. 

Q. Now if you will turn to page 3 of your brief, 
Doctor, Under the heading "Freight Rates and the 
Farmer" you in effect say thet the farmer pays both 
ways, that is, the price for his product is the market 
price less the freight, and that when he buys as a 
consumer, he pays the freight. Now I suppose that 
generally speaking, that is a debatable point, is it 
not? 

A. It is debatable, yes. 

Q. There sre cases where the market price in 
many cases is increased when there is the increase in 
freight rates, for example? 

A. The price of farm products, you mean? 


Q. Well, I suppose it works with farm products. It 
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depends whether it is a buyer's or a seller's market? 

A. DWeli, At ise very difficult. I do not know 
of any evidence, The C.P.R. tried to look into Gad) 
their brief, I just had thechance to look at it the 
other day but it is very difficult to show any figures 
that when the freight rates ZO up, the price of the farm 
products go up at retail, or on wholesale even, 

Q. You say the situation is different then with 
farm products then with, Sey, the manufactured goods? 

A. Very definitely. Just lost week I think I 
Saw in the paper where freight rates were increased 8% 
and the price of coal was raised almost Simultaneously, 
That happens with many products, and with farm equipment 
again the price of machinery is based on the factory, 
and then the freight is added to it, and it is the 
farmers who pay that price. That has been practised 
for many years, 

Q. You are of the opinion then Doctor, I take it, 
that generally speaking, on manufactured goods, when 
there is 8 freight rate increase, the price of the 
article goes up to the farmer? 

A, Well, I would put it this way as comparing 
manufactured products with farm products, that it is 
more likely that the freight is added to the manufactured 
products than it is to be added to the farm products, 
Now in most cases the farm product does not go up in the 
wholesale centres in most cases, and I think probably in 
most cases the menufactured product does go up. Theat is 
not true for all products, not altogether. 

Q@. And did I understand you to say that there wes 
very little evidence that in the case of farm products, 
when there was a freight increase, that the price of 


the farm product raised with it? 
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A. The farm product et wholessle rate goes up? 
There is very little evidence that I have been able to 
see, 

Q. Have you made a real study of that phase of 
the matter Doctor? We get a good Many stetements, 
for instance, that certain communities and certain 
ereas pay the freight both ways, or that the farmer peys 
the freight both woys. Now has your organization made 
any substentisl Study of thet? 

A. No sir, 

Q. Now, as to the Whole of Part 1 of your brief, 

I take it that there is No specific recommendation 

there. You point out the importance of maintaining the . 
Fire deka the importance of ferming to the economy of 

Caneda, and I think you suggested the economic policy 

Should be framed to maintain the production for the 

export trade of these key farm products, but what I 

want to find out is,if you are Suggesting thet the 

freight rete structure Should be used as the instrument 

to do this? 

A. No, only to the extent that it might come into 
other parts of the brief further on, 

Q. Have you a Specific reference perhaps to the 
Feed Grains Assistance ond the Cenadian National rates? 

A. Yes, both of them, 

Q. Then I will deal with those when I come to them. 
Then in Part +1 snd 11A of your brief you deal with the 
duplication of services end the efficiency of the railways, 
and you make some specific recommendations with respect 
to the Canedian Nstionosl - Conadian Pacific Act, 

THE CHAIRMAN: What page are you referring to there? 


A. Page 5, 
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MR. CCVERT; The recommendations ere found at the 
bottom of page 5 and the top of page 6 end it is at the 
top of page 6 thet the Specific recommendation is made, 
You recommend the arrangement for a continuing tribunal 
and I take it that what you are recommending is Something 
different than for example, the Bosrd of Transport 
Commissioners? 

Aw ies’ 

Q. You think it should be 8 separate body? 

A Yes, 

Q. And hes your Federation eny Suggestions as to 
how this should be get up or the composition of it? 

Avt Noy not specifically, In discussing it the 
Seneral opinion seemed to be that they need 3 competent 
permanent tribunsl, well qualified in training in this 
perticular respect whose continuous job would be mostly 
research, to look into 911 these propositions where 
economies may take place, and go right to the ground of 
them and then put it up to the reilways that they believe 
that these things should be done, And we stress very 
much the reporting to Parliament, because we feel that the 
vast mejority of the people in Canada do not even know 
that there is such 2 thing as the Conadian Nationsl - 
Canadian Pacific Act, 

Q. Doctor, I was going to ask you if your Federation 
had given consideration to the matter from this angle, 
that perhaps when the recommendations of the Commission 
were meade in 1931, or 1932, thet the situation was quite 
different than that which exists today. For instance, it 
is conceivable I Suppose, that what were considered as 
duplications of Service then with e smaller population 
and less trade, and less menufecturing industry, may be 


vastly different today. Have you given consideration to 
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that matter? 

A. Yes, we have and that is a good point, and it 
is true that greeter volume of traffic makes the situat- 
fon somewhat different, but still we feel that this 
Should not be left to the railways themselves to look 
into and never report to the Aiiaa a because we feel 
this wey about the whole situstion, that unless something 
is done to satisfy the public that 9ll efforts are 
being made to bring about the greatest possible efficiency, 
that the clamour will arise for some unified form of 
control by some central body. It is going to take 
place, and we feel we should try our best under the 
present system. The present system is good and we 
should give it a good chance, 

Q. Then Doctor, I take it you ere aware that prior 
to the war at least, they did report each year, I think, 
to a Committee of Parliament, end I think, for instance, 
it wes always contained in their fineancisl statement, 

a report showing what co-operstive measures or methods 
had been taken, You are suggesting that that is not 
sufficient, that there must be something far more than 
that? 

A. Yes. I was not aware that the Act called for 


a report to Parlisment. I do not think so. 


(Page 7615 follows) 
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Q. In the C. N. Act -- in the C. N. financial 
statements each year that they submit to Parliament,: my 
understanding is that there always has been 2 report,-and 
then I am subject to correction on this, but I think there 
was a Senate Committee that investigated the achievements 
that had taken place under that Act. You think there should 
be, I gather, this continuing body that shoul. be investi- 
gating it all the time. Now, wouldn't you think, coctor, 
that that investigating body would need to have tremendous 
knowledge of railwey operations? 

A. It certainly would have to have tremendous know- 
ledge of railway operations. I know, in the short time I 
have been at it, it takes a lotof work, but we see no other 
solution. To leave it to the railways alone is not satis- 
factory. Now, I understand that the Act called for special 
wscaate the railways get into any disputes, but they 
have never used them; they have never needec to use them, 
because the railways have mutually agreed to do nothing, 
Said it is impossible, so the Act has had the question of 
ironing out disputes, but apoarently it has been so 
convinced that nothing could be done,that they dic not have 
any disputes. 

Q.- Tell me this, doctor: Do you know whether or not 
when they have made suggestions of co-operative measures they 
have been opposed by, for example, communities, or perhaps 
even members of your Association, your Federation? 

A. Well, I have never been aware that any members of 
the Association have prevented any economies taking place. 
I can well imagine that local pressure has used pressure on 
the Board of Transport Commissioners in some places to pre- 
vent lines being taken up, for instance. That is probably 
one reason why they have not been able to co much, 

Q. Do you think, for instance, that a body of the type 


that you suggest would overcome difficulties or that kind? 
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A. No, a body like that could not Overcome local 
pressures; that is true, 

Q. I assume, doctor, you have seen the list of co- 
Operative measures that have been Suggested by the railways, 
that have been turned down by the Board of Transport: Com- 
missioners? 

MR O'DONNELL: On objection by many of the people 
Dr. Hope represents, in many cases. 

MR COVERT: &. I was just wondering if - situation 
of that kind is remedied at all by the type of organization 
that you suggest, and I am asking you if perhaps there is 
not some other measure, some other method. Perhaps 4f a 
body such as you suggest comes to the conclusion that there 
Should be co-operation or abandonment of 2 binesiet should 
be taken out of the hands of the Board of Transport Com- 
missioners; would you go that far? 

A. I don't know; I have not given it thought in that 
respect; I would not like to commit myself. 

Q. All I wanted to find out, doctor, was just how far 
you had carried your thoughts in the matter, anc if you had 
any further helpful suggestions to the Commission? 

THE CHAIRMAN: Q. Have you any instances in your 
brief or elsewhere of certain economies that might have been 
made and were not made? 

A. No, but on looking over the C.P.R. brief a couple of 
days ago I noticed a list of the projects which I believe 
were under consideration for some time and have not been 
done yet, and on looking over the list, I know of a few 
ones in my own personal experience. Dhey mentions fom An 
Stance, the City of Saskatoon. I know that very well; I 
lived there for fifteen years. There are two railway sta- 
tions there. That is not a case of unused equipment. The 


C.P.R. station at Saskatoon is asleep half the time; that is, 
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you go there and the man is there only half the time on 
duty; but, in other words, there is very little traffic. 

Q. Well, what might be done in Saskatoon? 

A. A union station, one Station. The C.N.R. station, 
it would appear to the people in Saskatoon, could very well 
handle the traffic of two places. That.is one example. 

Q. Would that effectuate a Saving? 

A. Well, I believe it would. There must be some cost 
of upkeep of the station itself. The C.N.R is a large 
Station, it is the good one, and the C.PiRavisdia small one, 
a rather old-fashioned type. There are two Stations in 
Tisdale. In many places in northern Saskatchewan there are 
two stations that the railways could perhaps use together, 
It is true it is a technical question; as an outsider I see 
it, and people talk about it. 

MR COVERT: Q. Would you talk a little louder, 
please? 

A. I say in many parts of northern Saskatchewan you 
will find two railway stations in the same town, and to the 
outsider it looks unnecessary, and the feeling of many 
people is that one station would suit them better -- a little 
cheaper. 

Q. Take a place like Saskatoon, doctor; I Suppose 
during the war perhaps both stations were necessary; would 
that be so? 

THE CHAIRMAN: Both stations what? 
MR COVERT: Q. I am just asking if during the war 
both stations were necessary? 

A. Well, that would be a question for the railways to 
answer, but I would not think so. I cannot see that there 
was such a terrific increase in traffic to Saskatchewan. 

Q@. I suppose it would be natural, too, that during the 


war consideration of all these projects would be discontinued? 
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A. I suppose so, yes; and of course as far as 
Saskatoon was concerned, the C.N.R. and the C.P.R, both 
run midnight trains. We have got pool trains in Toronto, 
Ottawa and Montreal, but they do not run pool trains be- 
tween Regina and Saskatoon. They travel Slightly different 
routes, it is true, but they leave at the same hour and 
get in at the same hour -- about half an hour difference. 

THE CHAIRMAN: Q. But they go through different 
localities? 

A. They probably do, yes. 

Q@. And the C.P.R. I think goes farther; it goes up 
to Prince Albert. 

A. The night train? 

g Yes; and the C.N.R. Stops at Saskatoon. I was 
going to say, do you think one or the other of those trains 
Should be abolished? 

A. Speaking with the knowledge I have at the present 
time, I would say yes. Now, it is true, you might say one 
line goes on a different line, and there might be some in- 
convenience to people there, but there is a good bus 
service, government bus service there now, and they seem to 
be giving lots of service to people. 

COMMISSIONER ANGUS: 2. When you say that there may 
have to be eventually unified management if adequate 
economies cannot be effected by co-operation, had you any 
idea in mind of what economies would be adequate, whether 
it is a million dollars a year, two million, or three 
million? 

A. Well, the 1931 Commission made many statements 
about what savings could be made, some fifty or sixty 
million dollars. 


Q. A year? 
A. Mr. Beatty said sixty million, I believe;- the C.N.R. 
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Said somewhat less, but I believe then the C.N.R. 

Claimed, Sir Henry Thornton Suggested, around fifty million 
or thirty million -- in the millions, anyway -- and then 

he said that this Act that he was Suggesting would give 

aS much economy as amalgamation would. Well, we have had 
the Act, and we have only saved a million dollars a year. 

Q. And you consider that it miglit be practicable to 
Save as much as thirty million? 

A. That would be a good Saving, yes, it would be a 
good saving. That would take some pretty major operations 
and co-operation, to get thirty million. 

MR COVERT: Q. Doctor, in the second paragraph on 

page 6, where you say: 

"That the Railway Act be amended to provide that 
the Board of Transport Commissioners when considering 
general freight rate revisions must take into consider- 
ation the extent to which the railways have endeavoured 
to bring about economies by co-operation or in accord- 
ance with the recommendations made by the tribunal 
proposed in Recommendation 1." 

Now, I just wanted to get, 27° 2, could, an example, to see 
oF Ll follow exactly what you mean, Supposing, for example, 
the tribunal was set up in the manner you Suggest, and they 
made recommendations wilich they estimated would save a 
million dollars a year, and we will say that the Bilways 
made an application to the Board of Transport Commissioners 
for increased freight rates, and showed that their additional 
revenue requirements were X dollars. Now, your suggestion, 
I take it, is that the Board of Transport Commissioners 
would say, "Now, have you put these things into effect?" -- 
that is, assuming there had been time -- and the railways 
Said, "No," and then the Board of Transport Commissioners 


would simply say, "Well, your requirements, your revenue 
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requirements, are X, but you could have saved a million, 
therefore they are X minus one million, and we will take 
that into consideration in adjusting the increase in 
Patea’s"- Is’ that what you have in mind, Something like that? 
ny Wek). something like that; not necessarily a ques- 
tion of mathematics, though. You are refining it down to 
rather a mathematical Situation, but the Board of Transport 
Commissioners naturally has Judgment to use in a case like 
that. But we thought that Something like that would more 
likely bring pressure on the railways to put into operation 
Some kind of economies. If they felt that they did not have 
to go to the Board of Transport Commissioners, did not have 
to justify their Stand -- rather, if they had to Justify it, 
they are more likely to put into operation some kind of Xor= 
Operative measures. 

Q. In other words, your suggestion is really, then, 
an attempt to enforce co-operation? 

Aa) (ap ass fairly good expression, yes, 

Q. Now, doctor, would you turn to page ll of the brief, 
and down in the Paragraph immediately below the table on 
page ll it says: 

"Freight rates per ton mile are now 14 per cent 
higher than in 1920, the highest peak of post war in- 
flation in Canadian history. In 1948 they were 10 per 
cent higher than in 1920 on a volume of business twice 
as great. Yet in 1948 the c.P.R. only made $18 million 
from railway operations compared with $33 million in 
1920," 

Now, I was just wondering whether you are Suggesting that this 
is an indication of inefficiency? 

By Wee? Lt a 4 Suggestion that there is Something in 
there in the equation that just does not seem to fit the pic- 


ture -- put it that way -- whether it is inefficiency or 
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whether they have increased wage rates too fast, or whether 
there is extravagant use of materials or Something or other, 
there is Something in there that we have not had time to 
dig out. On the face of it it looks just a little odd to 
us. We have tried to make a few studies in our Short time, 
and there were a few things that looked queer to us, but we 
did not have time to put them here, put them in CT oan k am 

Q. I wonder would you give us an idea of just what 
those few things were, doctor? 

Hie WYO oA POP instance, thenumber of ties laid per 
man hour is a lot lower than what it used to be. Maybe 
they have got some technical reason for that; I don't know, 
The question of the apparent use of materials within recent 
years--- 

THE CHAIRMAN: Q. The question of what? 

A. Use of materials, in maintenance and BO <orth, 
Seemed to be heavier than what it was before, 

MA CGVART S Oi.) (“F Just want to get that second one? 

A. I think it was the use of materials, I would not 
like to say positively on that, but it was Something to do 
with that, and I did not have time to work it out; I dropped 
it at the time. Then there was the question of the freight 
handled per man, the question of miles travelled per 
engineer, and so forth. There was not the increasing effi- 
ciency that you would expect over a period of time, for Hye 
Stance, 

THE CHAIRMAN: Q. You mean there were more miles 
travelled per engineer, or less, or what? 

A. Well, you would expect that the increase in effi- 
Clency might save three per cent a year over time, and it 
Just was not as -- it did not increase as much ag you 
would expect, 


MR COVERT: Q. Now, in making these Studies, I 
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realize, doctor, that you said you had not had an Opportunity 
to go into them in detail, but did you make comparisons, 
for instance, with class l rates. in ‘the USA | ¢ 

A. No. 

Q.- You did not? 

A. No. What we had in mind -- and we are talking 
about this efficiency Study somewhere else -- labour has had 
increases in wages, quite an increase in real wages, and we 
are wondering then if the increase in productivity per man 
in railroads has warranted the increase in real wages. Per- 
haps it has, but to the best of our knowledge nobody has 
ever studied it to find out, and the public of Canada are 
more or less paying the Shot, because the freight rates are 
Set now by the Board, it is not a free market, and when the 
public has a Board more or less setting freight rates, then 
it feels it would like to know just what is the efficiency 
of the people it is paying through its freight rate struc- 
ture. 

THE CHAIRMAN: @. Then do you say that an increase 
in the worker's wages should result in an increase in what 
he produces, the volume of his production, his productivity 
as you call it? 

A. The increase in real wages, yes, should bear some 
relationship to his increase in productivity. 

MR COVERT?)'Q. - I was wondering, doctor, if you meant 
that, due to technological changes, the productivity of the 
railway employee should have increased. Do you Suggest, 


doctor, that whenever there is a raise either in the amount 


of wages or in the actual rate of pay -- that is, the 
dollars and cents per hour -- you would expect an increase in 
productivity? 


A. Well, yes; that is how the whole system works over 


a period of years. The farmer can only get a rising standard 
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OF iAvitie ATs hin productivity increases. The nation as a 
whole gets a higher standard of living through producing 
more per capita, moving more freight per Capita, handling 
more passengers per capita, or sending more telegrams per 
Capita, or something. You have got to have some increase in 
productivity to warrant the increase in real wages, 

Q. Would you say that that applied, for instance, to--- 

THE CHAIRMAN: Q, Yes; but there is a distinction 
there, I think. Do you mean to say that the railways mus t 
have greater revenues before they increase wages? That is 
one thing. If the farmer must have greater revenue before 
he increases the wages of his farm workers, I understand 
that. But I thought you said that each worker when he gets 
an increase of wages must then turn around and produce more; 
isn't that what you said at the beginning? 

A. I think the increased productivity should come 
first. sir. 

Q. Well, suppose here is a worker on the railway who 
is working so many hours a week, forty-eight hours a week, 
and he is doing a certain job; then his wages are increased; 
how can he expand his activity? How can he do more than he 
was doing before? 

iW, da tnink« san. thet ts putting the cart before 
the horse. I would say that first of all through new 
mechanical equipment and perhaps a greater investment in 
Capital structures per man the productivity of that worker 
could increase, and therefore a higher wage is warranted, 

Q. That is to say, the railway should give him 
facilities of work which would increase his output? 

A. That is correct, sir; but if for some reason--- 

Q. Otherwise they should not increase his wages? 
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Ae eWell>othat isia pointa I Suppose in time of the 
flation you would have to consider that a certain amount, 
but basically over a period of time the other argument a 
would hold true. 

MR COVERT: Q. Now, doctor,. tell me this: Do you 
know of any similar efficiency study that has been carried 
out, for example, in the United States? 

A. No, I am not aware of it. 

Q. In any other country? 

A. No; I am not i1amiliar if they have made them. 

Q. I was going to ask, if you had, if you knew of the 
results. Now, I should like to find out Just what you had 
in mind an efficiency Study should involve; would it be 
Something more than comparisons of Say statistics and com- 
parison of this railway with class 1 railways, or would 
you think that it would mean the actual sendineatin of 
efficiency experts to go over the railways to see what 
they are doing? Just what kind of Study did you have in 
mind? 

A, Well, I had in mind that it would first of all 
have to be purely a statistical Study. The steam railways 
of Canada have been reporting,for a long period of years, 
very complete data, and that is available. 

COMMISSIONER INNIS: Q. Where is this available? 

A. In the report of the steam railways of Canada to 
he \D'B ot 

Q@. Do you think that is adequate? 

A. Well, I think it is adequate to make a very good 
Start, sir, a very good start, and there might be more de- 
tails that they do not actually publish in printed form 
possibly in the Bureau. We have in mind a study of the 
physical work done, freight moved per person, different 


Categories of labour, over time, and perhaps the C.N.R. 
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could be compared with the Bakes 1 tht e respect -- two 
railways, and maybe one is more efficient than the other; 
in fact, I would Suspect -- you would not expect that the 
efficiencies would be exactly the same, and it may be 
possible to get some studies in the States to compare. We 
would like to see just how efficient they are, and if 
labour -- if they have increased their efficiency and pro- 
ductivity, we have no kick ae It 

MR COVERT: Q. Supposing, doctor, that you did make 
such a study, a statistical Study, and you found that the 
results of that were, generally speaking, that the Canadian 
railways were as efficient as Class 1 railways in the 
U.S.A., do you think that would be sufficient? 

A. No, even that would not be sufficient, 

Q.- They would have to--- 

me Well, now, it’ 46 partly a question of the rate ‘of 
increase in real ages, that increase in their own efficien- 
cles. You might have unions SO strong in the States or sie) 
Strong in Canada that they too might have very LLGLLe ire 
crease in efficiency and yet have increase in real Wages. 

g. Are you tying your efficiency Study to wages 
generally, or to labour costs? 

i. Les 

Q. Oh, I see, 

A. Oh, yes, that is very definite. 

Q. Now, you also suggested that you would not expect 
the efficiency of both railways would be the same. I just 
wondered what you had in mind there. 

THE CHAIRMAN: Would not expect what? 

MR COVERT: That the efficiency of both railway 
Systems in Canada would be the same. 

THE WITNESS: Well, one is a government-owned rail- 


way and one is privately owned; that might be one reason for 
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a little difference. Tf don't know; it is possible, 

THE CHAIRMAN: Q. Which way would that militate? 
Which one would be more efficient in that case? 

A. Well, I would Suspect that the C.P.R, likely would 
be more efficient, 

Gr iihat ots’ the privately-owned company? 

A. I would think so. It is a pure guess, On prin- 
Ciple I would think so, 

COMMISSIONER INNIS: Q. You are a private enter- 
prise man? 

As Well, I believe in it, yes. And other reasons 
might be that the difference in the physical structure -- 
that is, the whole Set-up of the C.N.R. is more GULT Cul 
to handle than the ¢.P.R. 

MR COVERT: Q. It has been Suggested that they 
have unremunerative lines, built on grounds of national 
policy; I suppose that would be a factor that would enter 
into comparative efficiency? 

4. Yes. Thin traffic lines are more diiticuLse, it 1s 
true, I presume, to be as efficient per man in handling 
freight and what not, than the heavier ones, 

COMMISSIONER INNIS: 2. Wouldn't you expect that 
the accounting systems would be rather Similar in the two 
railways, that you would get about the same results, and 
that you would have very little to go by as far as effi- 
ciency was concerned? 

A. Well, a lot of the efficiency study would be in 
physical units there, and I do not think the accounting, 
dollars and cents, would enter into it. The dollars and 
cents would enter into it partly as well, likely, but a 
great deal of it would be physical spur, 1 think. 

Q. But that would not come out in the Bureau of 
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A. The physical figures? 
Q@. Yes. 

A. Yes, they have published quite a lot of physical 
figures -- ties bought and Sold, different kinds of ties 
laid, steel rails laid, tonnage of Steel rails laid, freight 
tons carried and passengers carried -- there is an awful lot 
2 ea I rie 

Q. Would it be enough? 

A. I would not Say for sure, but I think it would be 
enough to start Somebody digging into 2%, and 4 may be 
a8 2 result of that Study that they would realize that 
further information should be tabulated annually to keep a 
constant check on it, 

MR COVERT: Q. Now, doctor, I wanted to take you 
to page 13 of your brief, dealing with the Crows 'Nest rates, 
Doctor, your first recommendation there is that wheat pro- 
duction and the export trade in wheat -- that is one of 
the facts on which you base your recommendation -- wheat 
production and the export trade in wheat is the most 
important single Economic activity in Canada; and, secondly, 
the wheat economy of the prairies is the key to the whole 
agricultural industry of Canada, and you say: 

"We would insist that in the national interest 

Srain freight rates continue to be statutory rates, 

and accordingly under the direct control of Parliament," 
Now, when you Say under the direct control of Parliament, 
you meant that the only way in which they could be changed 
is by Parliament? 

A. Yes, 


Q. And that the grain rate should stay fixed? 


A». Yes, 
(Page 7630 follows) 
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Q. Now I take it that you say that,no matter 
whet happens to the price of grain? 

AS Yes, 

Q. Even if it went up to $3.00 or $4.00 3 bushel 
you say that the rate should still be the same? 

A. No, I don't ssy it would be the Same, We say 
that Parliament could change it if it 1s ae serious 
enough thing, if it is a serious enough thing then 
Parliament can change it, 

Q. Now Doctor, there have been some suggestions 
that these rates should be under the Jurisdiction of 
the Board of Transport Commissioners rather than 
Parliament, and there have been some Suggestions that 
they should be treated, I think, on the same principle 
as the Meritime Freight Rates Act, so that railways 

might be subsidized if the rates were either loss rates 
or lower then normal, we will say. Would you care to 
make any comment on that? 

A. Well, I would just say this, thet we see no 
Special advantage o«f' that system over the present 
one, but if they need to have 3 higher freight rate on 
grain and Parliament can change it, I don't think there 
is any special need to change that, 

Q@. How would you suggest that Perliament would 
change it? How could Parliament decide ss to how much 
change was to be made in the rate? 

A. Well, the Railway Committee presumably could 
investigate, The rseilways and different interested 
parties should have a hearing before the Railway Committee 
and they could recommend to Parliament just whet could 
be done as they have done in the pest. 

Q@. I am just wondering why you suggested a 
Railway Committee should do that rather then the Board 
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of Trensport Commissioners who ordinarily deel with 
rates? | 

A. Just beceuse we consider thst it is such a 
thing of netionel importance, so important, and it has 
gone on so long, so long now thet we feel that it 
would be better handled by Parlisment. 

Q. Now Doctor, I would just like to take one 
point up with you on that and that 153° so has: been 
suggested that if these rates remain statutory and never 
subject to change, and as you say they have gone on so 
long (I believe there was one period of interruption 
in the last 52 years) that if there sre eny other 
increases, if there are increases in freight rates, 
that the rest of the traffic must bear the burden of those 
increases. I suppose you agree with thet? 

A. Could you just repeat that again Slowly? 

Q. If the rate on grain is frozen by statute end 
the railways must have incressed freight rates to 
provide increased revenue to meet increased expenses, 
then the rest of the traffic other then grain must bear 
the burden of those increases? 

A. That would apply, of course, to any kind of 
traffic. It applies to passenger traffic. I think 
the CsP.R, in their brief, implies that the grain growers 
of Western C°nade should subsidize the carrying of 
passengers. All the freight rates in Coneda sre high 
because passengers have to be carried below cost. That 
applies to all competitive rates end to the entire freight 
rate structure, not any more on grain then any other 
product, assuming first of all, of course, that that is 
a debatable point sometimes, 

Q. Then according to what you say, if competitive 


rates are low that the rest of the traffic must bear the 
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burden of increases, That is what you sey, is it? 

A, Yes, in total because the total must be 
BULL clento ts keep the railways going, 

eet Eb Supposing the competitive rates were 
compensatory and Supposing the grain rates were not, 
would thet make any difference? 

A. Well, if you had ony examples where competitive 
rates were compensatory, but isn't thet an argument of 
a case that never takes -place? Are they ever that way? 

THE CHAIRMAN: What is your question? 

A. I said it seems to me that competitive rates 
are never compensatory, 

THE CHAIRMAN: We are told that it is part of the 
make-up that they must be to 4 certain point? 

A. Well, competitive rates, I would Say, in most 
cases from what I have been able to read, come out of 
the out-of-pocket expenses and do not contribute anything. 
That is some of them do not, 

MR. COVERT: Well Doctor, I suppose-would you go 
this far, that perhaps the compensatory neture is an 
importent factor as to whether or not rates should be 
chenged? Do you think that all rates should be compensat- 
ory? 

Ae No. 

Wee. VOU da: not? 

A. No, A farmer produces 2 lot of products but 
they are certainly not Simultaneously 311 compensatory, 
Half the time he is losing on something end making on 
the other. He would love to have thet sll compensatory; 
it would be lovely if he could, but he never does though. 

Q. Do you think when there is such 3 vast movement 
involved as the movement of grain, thet if the rates are 


not compensatory that the railways should be subsidized? 
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A. No, not necessarily, 

Q@. Even if they were not compensatory the railways 
Should haul the grein and they shoulda get the needed 
revenue from other traffic? 

die GP MED» Dae they do in all of Eastern Canada 
where they are competing with water. They sre not subsid- 
ized because they have low rates because of water 
competition or truck competition, 

Q. That, of course, is based on the essumption that 
those rates are not compensatory, is that it? T just 
went to follow you Doctor, 

A. Well yes, there is no need for railways to be 
Subsidized because of that? 

Q@. After ell, I suppose the peason you suggest 
that the Crow's Nest rates should remain statutory, 
those two reasons are Set out in your brief, namely, 
from the point of view of the export trade, you say it 
is the most important "single economic activity in Canada 
and the wheat economy of the Prairies is the key to the 
whole agricultural industry of Canada". Therefore, it 
is the preservation of that rate to save these two 


important factors, that is, to continue the wheat economy 


end to preserve this Gxport trade, It is the preservation 


of that low rate, or perhaps I should not call it a "low 
rates! - 8 statutory rate, that is the important thing 
from your point of view. Is that right? 

hey 288, Lt 18 qilte importent. 

Q@. Well what I am Suggesting to you is, supposing 
that that Statutory rate were preserved from the point 
of view of the farmer or the producer, but that if it 
were found to be non compensatory and the railways were 


Subsidized, would not thet Still meet 911 your require- 


ments spout the preservation of the export trade; the 
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farmer does not have to pay any more, the producer does 
not have to pay eny more; yourry export is still continuing? 

A, Well, that is true, it would leave the farmer 
apparently in the some position, but the farmers of 
Western Canada have more faith and feel more secure in 
thet industry if Parliament would be the one that would 
control the rates directly on wheat rather than have ony 
other method., 

Q. Whet I was suggesting, Doctor, was a remedy, 
that for instance that rate could still be left to 
Parliament, the rate the producer had to pey for the 
Shipment and still be fixed by statute? 

A. I ‘tmagine yes, if you could get that kind of 
legislation, if it was an Act, written into an Act that 
that present freight rate would be maintained by statute, 
yes, and then of course, as long as the farmers were 
quite convinced that thst was not disturbed. It would 


have to be written into an Act though to Satisfy them, 


Q. The main worry, as I understand it from you, 
is that the actual rate payable by the producer, or 
farmer, or shipper of that grain should not increase? 

A. No. Supposing, we will Sey, a rate were increased. 
Now it is true I have not examined very carefully that 
C.P.R. statement on the Crow's Nest Pass but looking over 
the figures, it looked to me like about 5¢ or 6¢ a bushel 
made up the complete compensatory increase on freight 
rates on grain. Now our contention would be that the 
farm prices would be reduced by that amount. That goes 
back to your first question, We are quite positive of 
that because the wheat prices are not set in Winnipeg; 
they are set in Chicago and Liverpool and wherever it may 
be throughout the World, and the World is not going to 


change its price on wheat because we change freight rates 
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here. They ere going to take off 6¢ from all the elevator 
prices for that wheat, oats, barley and flax. We will 
take the example of doubling the taxstion on Western 
Canadian farms. You can imagine whet agricultural eernings 
would be if they just doubled the over-all taxation on 
their’ Tand. That is what it would amount to and I know 
that no one could hesitate to feel that doubling the tax 
structure on land would cause heavy, serious changes in 
the economy of the West. For instance, it would likely 
shift them to livestock production, Instead of shipping 
out grain they would turn it into fodder for: cattie nor 
hogs or butter. Yoy may say "But that is fine" put can 
we sell our butter sna hogs? They would shift hogs out 
here and butter and the Eestern Conadian market would be 
flooded with it, We cannot sell it overseas; there is 

no market for hogs to Speak of overseas; there is no 
market for animal products overseas but there is for grsin 
and that is why we feel that nothing should be done to 
disturb the Western farmer, so he would not be shifted 
into livestock in a large way. That is why we say this 


av 


Crow's Nest rate effects not only the Western farmer but 
“the Eastern farmer because the Eastern farmer 18 in Gon-= 
tinuous competition with the Western farmer, and if we 
flood the East with beacon and hogs from the West we are 
either going to have to est it ourselves at low prices 
or subsidize its export - give it away to the Arabs or 
something, 
COMMISSIONER INNIS: Q. Have you seen the brief of the 
Saskatchewan Pools? 
A. Yes. 
Q. They made quite a point of building *up¢their 
livestock industry to secure a balanced type of sgriculture? 


A Ves. 


ahs o> ss 
ia s 


‘ is as 
<aae eey Secret 
oe aaa ane 


" te 
‘ 4 » 


ha 


Pn 


fine Pipl ’ 


piel 
~ {ieee 


eee 


mm iseicne Dr. Hope 


Q@. You would not be Sympathetic with that? 

A. I would be Sympathetic only to the extent we 
will say of beef cattle, Beef cattle and wheat product- 
ion are two pretty natural things to the West, hogs 
in some parts, milk production in almost no part 
except sround Souris, and I know that the E stern 
farmers are very worried about that fect, and that is 
why we feel that it woulda be a drastic Situstion if 
anything changed the freight rate on grain, Whether it 
is possible to get an Act of Parliament which would make 
the Western farmer feel secure, and then have some 
method of subsidizing the railways, that is a different 
matter, 

Q. But on the whole you are very much concerned 
about the political weapon rather than the administrative 
weapon as the device for the control over rates? I mean 
by the "political weapon" Something that depends upon 
Parliament rather than Some other weapon? 

A. Yes, the farmers feel it would have perhaps a 
stronger case to change freight rates by that method 
then the other, of course,we know the railways have 
high costs now, but we are at 3 peak of inflation and 
8 lot of people will say that this high peak is not going 
to last, and it might very well not. It is just as if 
we were suggesting a violent change in economy in July 
1920, when it took say 25 years before we got back to 
that point again. A lot of us feel that that same situat- 
ion is taking place today, and if we make violent changes 
today based on the present prices received, it might be 
entirely different in the next ten years, 

MR. COVERT: Wheat I was chiefly interested in was 
this, that if a Statutory rate could be fixed by Parlia- 


ment and some means given at the same time of subsidizing 
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the railways, for instance finding out for example 
whether or not the rates were compensatory and giving a 
subsidy for the difference, that eas long as the farmers 
were protected from paying sn additionsl rate over and 
epove the Crow's Nest rate, would not thet suit your 
purpose? 

A. Well I would answer that this Ways” PIPst oregia 
I will give my answer from the personal point of view 
because the Federation from the point of view of policy 
did not look into that in detail, Personally, I would say 
it was Satisfactory go long as the farmers of the West 
were assured that they had that Stability in freight rate 
Structure thet they have had for go long, and which the 
are atraid of having disturbed, and the railways if they 
could prove that they have good rates for the people at 
large, 

Q. Now Doctor, would you now turn to page 14 
of your brief where you deal with the feed freight 
assistance policy and your recommendation is:' 

"Thet the feed freight assistance policy be incor- 

porated into our freight rate structure as 4 permanent 

feature of our nationel egricultursl programme, this 
to be brought sbout by Parliamentary Statute similoer 
to the Maritime Freight Act", 

Now I take it that what you mean there is that the 
present policy be continued and that the railways be 
Subsidized, that this be made 3 Statutory thing (I under- 
Stand now it is by Order-in-Council) that it be made a 
Statutory thing, end the railways be subsidized on the 
Same principle es the Maritime Freight Hate. Act, Ta 
thet your idea? 

Ay Yas. 


Q. Now does this meen that you would make a statutory 
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nate ori does. it Simply mean that that rate might go 
up and down with causes that normelly determine rates, 
and then the subsidy paid to the railways for the 
difference? . 

A. Yes, your last Suggestion was what we had in 
minds thas the rewould not be a Statutory fixed rete but 
thet ratescould fluctuste from time to time according 
to the general freight rate structure. 

Q. But your main purpose is thet you say this has 
been a great deal of good to the Western grain producers 
and it has also done s great desl for the Eastern farmer? 

A. Yes, it has built up quite en industry over 
time, especially in the Maritimes where agriculture has 
always been suffering perhaps quite e bit, and I believe 
the farmers in the Maritimes and, to some degree, in 
Quebec too, have felt that has been @ great boon to them 
in the last ten years or go that they have had a ay 
the Maritimes particularly. 

Q. Doctor, do you feel that this method of sub- 
Sidizing production of this kind, do you feel that that 
is s sound method of doing it through the freight rate 
structure, with subsidies applied in that way? 

A. Well, we often hear people say "We would like 
to have them subsidize but don't do it our way". The 
actual mechanics, the machinery of subsidizing, we will 
Say if it is necessary for Eastern livestock produced 
in the Meritimes and parts of Quebec and Ontario, the 
method of mechtnery in this act is actually the simplest 
method that anyone has devised. There is no way I know 
of of making it simplier. You might say "Give them a 
bonus" or something of that sort, but then you have to 
limit the people of sertain provinces to get the bonus. 
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through books and checking balances and so on, Forgetting 
about the principles of Subsidies this is 5 Simpler way 
at least, 

Qe Itcis. the practicability of this method 
that appeals to you? 

A. Yes. 

Q. Now do you think thet there should be some 
time limit placed on this? For example, do you think 
that eventually the production in these sreas Should be 
able to stand on its own feet and pay, for instance, 
normal freight tariffs? 

A. No, I am efraid not. Once the principle of 
Subsidy wes embarked upon certain vested interests - 
thet is not quite the word - they build up their economy 
over a period of years and ere well established under this 
method, and pulling the plug on them, there is no way thet 
they can Lee gredually more efficient over time 
as the teriff did expand their volume of business with 
lower costs. No I om afraid if you pull the plug on them 
they will think they are torpedoed, because it will make 
quite a difference to them, say in all these sections 
where they sare producing dairy products, eggs, and hog 
products based on cheaper feed, 

COMMISSIONER INNIS: Aren't you going far to making 
it difficult to produce livestock for export? Wouldn't 
you be to some extent Subsidizing exports? You are 
in @ sense directly opposed to the Saskatchewan's pools 
brief, 

A. In livestock products? 

Q. Yes, you are actually encouraging the export 
of feed grain which presumably means you will heve less 
available for the livestock in the Prairie provinces? 


A. Export grain to outsiide of C-nada? 
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No, I meen to other regions, 

A. Exporting it to the Maritimes? 

Q. Yes, 

A. You meen that opposes the Seskatchewan brief 
that wanted to feed the livestock sat home? 

Q. Yes, 

A. I guess there igs 5 conflict but I guess there 
has got to be 3 conflict there, 

MR. COVERT: Perhaps what Dr. Innis igs Saying is 
thet if they follow this policy they will build up an 
industry in other perts of Canada, and the Pool Seys "Tris 
Should be built ri ht up here where we are growing the 
groin". 

A. All I can Seay is this; the climatic condit- 
ion is such in Western Canada that I see no hope over a 
period of years or an indefinite period of yeers of 
having a stable livestock industry in Western Conada 
except in a belt to the north, and as long as the plains 
try to go into livestock periodically they are going 
to have trouble. As long as they go into livestock 
on the pleins, except beef cattle, they will have trouble, 
It will fluctuate violently from year to year whereas 
out here in the East there is far more chance of building 
8 fully stable livestock Aue with less violence 
from yeer to year, I know it has always been talked of 
in the west because of soil conservation, but pigs do not 
conserve soil end chickens do not conserve soll, but a 
beef cow does and e steer and a dairy cow does, because 
they use pasture and grass which will conserve the soil, 
but you can't meke any money in Saskatchewan milking cows - 
never have been eble to - but you can do it .through beef 
cattle, and that is why we seid before and I feel that 


wheat economy and beef economy is naturally fitted to 
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the plains and conservation of soil. I would not like 
then to leave the impression with the Commission that TI 
am depreciating the possibility of the West going into 
more hogs in the North around Edmonton and Northern 
Saskatchewan and in the Carrot River Valley where the 
crops are fairly uniform from year to year, they have 
been doing it, end nothing we can do or Say will change 
them, 

MR. COVERT: Now Doctor, I will take you to the 
chapter in Part lV in your brief dealing with the capital- 
ization of the Cenadian National Roilways and ‘the sub ject 
senerally is dealt with by the Canadian National Railway 
vile? . I do not propose to take you through the figures, 
I think perhaps it might be observed that it is quite 
remarkable how closely you and the Canadian National 
Reilway people coincig,? 

A. I noticed that too. When I got back and read 
the cn nt et was quite surprised that it W8S similar, 
The thing that bothered me was that my figures did not 
quite jibe with the C.N.R. and I found great difficulty 
in getting any figures out of different books, either 
C.N.R. or C.P.R., which sre consistent with respect to 
railway earnings, net earnings, fixed charges and so on. 
Every now and then they change the method and take 
$1,000,000 out that does not appear in any other table, 
but spart from that, the figures in 
our brief here,on the average over a ten year period, 
come very close, I think, to the C.N.R. figures, 

MR. O'DONNELL: We find the same with farm figures, 

COMMISSIONER INNIS: But it is purely coincidental? 

MR. FRAWLEY: Mr, Gordon will be looking for you to 
give you a new job. 


MR. COVERT: I did want to Suggest to you that perhaps 
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your method of - I think you suggested that one period 
was inflated and another deflated, and I think you took 
an averege between the two, and you eliminated one or 
eliminated the other? 

A. Yes, we took the average of two periods, one 
which we thought was depressed too much and another 
which we thought wes inflated too much. 

Q. I was thinking we coulda perhaps continue to 
have periods like that and that perhaps you should take 
that into consideration? Perhaps that is 8 more proper 
method? 

A, Well, we preferred to take the more hopeful 
one, 

Q@. Then I wanted to ask you also, Doctor, if in 
general your ides behind the Capital revision was that 
it would provide incentive to the management and employees 
of the Canedian National Railways, if that was the main 
reason for the recommendation? 

A. Yes, thet was the main reason. We felt we 
wanted to put the railway on its feet to have a chance 
to be operated in its own way, and that the employees 
would feel that they were working for an organization that 
hed a chance and was not always shown in the red, 

Q@. Did you think thet perhaps this would put them 
in a more comparable position with the other railway in 
Canada, the Canadian Pacific Roilway? Did you have ghat 
in mind? 

A. No, not particularly because we felt it wes 
very difficult to make that comparison. It is extremely 


difficult when the C.P.R. has a very low debt service 


“now and a debt structure, snd the C.N.R. still has hendi- 


caps. It is pretty difficult to make them strictly 


comparable, 
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Q. Now I take you to Part V of your brief, at pages 
19 and 20, and the sum and Substance of your recommendation 
in connection with so-called other earnings of the C.P.R. is 
that these should be thrown into the general pot in connec- 
tion with the calculation of revenue requirements for rate- 
making purposes; that is, regardless of where the income 
comes from,whether it is railway business directiyetor perhaps 
indirectly associated with it, or perhaps not associated with 
it at all, but simply the assets which produce the revenue 
are owned by the C.P.R. Company, then you Say ethav that 
Should all be thrown in in considering revenue requirements 
in rate cases? 

A. Yes. 

Q. Now, I suppose you would recognize the possibility 
that there would be some danger’in that: if you argued that 
the revenue should go in, then if they suffered losses 
they would also be able to get rate increases? 

ee Ves « 

@. To recoup the losses that were not associated with 
the railway business in any way? 

A. Yes; we feel that over a period of time they would 
not lose on that. 

@. It is on the basis that perhaps you feel that the 
C.P.R.'s outside investments are such that the country would 
not lose much; is that it? 

A. The country would not lose, no. I believe the 
Federation has put forward that proposition, as outlined in 
Our brief there. We feel that the public now should get some 
benefit from what was handed or given to the C.PsR. a lone 
time ago. The fact is that the taxpayers of Canada paid that. 
The Government is only another name for the taxpayers. The 
taxpayers gave that to the railway, and the railway's present 


assets of all descriptions have come, some, it is true, from 
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the issue of capital stock purchased by the public; a large 
amount of it must have come from the taxpayers, land grants, 
cash subsidies, a big chunk of railway, thirty-three million 
dollars; they have made profits and have been able to plow 
them back, out of the railways. 

Q. I beg your pardon? 

A. They have made the profits out of transportation 
and plowed them in; they have not paid all their dividends 
out. For twenty years they paid ten per cent interest on 
their share capital -- that is the kind of dividend you ex- 
pect from a gold mine, which is Supposed to be very Sspecula- 
tive -- and so over a period of years generally speaking 
those total assets to-day have been built up out of trans- 
portation -- certainly the original base , 

That is very nice now, to be able to chop them off and put 
them aside and get a freight rate structure that might give 
you five per cent on your railway property, and in addition 
to that have something else on which you can make ten or 
fifteen per cent which came from railway Carmings origin- 
ally. That is how the farmers feel about it. 

Qe vivsée, T Suspected perhaps--- 

THE CHAIRMAN: Q. What do you think ought to be done 
about it? That is the point. 

A, Just do what we have Suggested, sir. 

MR COVERT: Q. You would not think, perhaps, Doctor, 
that it might be a dangerous proposition to have laid down 
aS a general rule, that both profits and losses of outside 
undertakings should be taken into consideration in deter- 
mining freight levels? 

A. You mean dangerous from the point of view that they 
might lose so much on other income that the rates might be 
high? 
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A. They are so diversified, I doubt if that would be 
a danger. 

2. You make your test, then, I gather, from looking at 
what their present investments now are, and the present re- 
turns from those? 

A. You mean because they are high now we are advocating 
that? 

Q. No; I mean, what you are Saying is, we look at the 
picture and we see that here they have this and this and 
this, and that presents in our view diversification; that is 
the test that you are applying; you are looking at what they 
have now? 

THE CHAIRMAN: Q. You talk about diversification 
as being a sort of guarantee against loss, but I am not 
talking now of completely outside investments like 
Smelters, but take hotels and steamships and airlines, 
don't they all react to about the same conditions, travel 
conditions? 

A. Yes, sir, that is true, but of course in a varying 
degree; they would be influenced the Same, but in varying 
degree the same. That is the only little compensating 
feature there. We do not know about airline traffic in the 
future; it might boom. 

Q. It is the traffic that supplies the hotels, for 
instance? 

A. Yes. That would decline with passenger traffic, 
that is correct. 

COMMISSIONER ANGUS: Q. Does it mean very much to 
Say that these revenues should be taken into account unless 
you also fix the shall we Say reasonable dividend require- 
ments? Would they go up somewhat if you took these in? 

A. Do you mean reasonable dividends for farmers? 


Q@. On the common stock; wouldn't those be perhaps 
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thigher if you took these into account as revenue? 

A of ip Sorry, sir, I did not quite get the question. 

Q. I asked if it meant very much to say that the out- 
Side revenues, non-railway revenues, should be taken into 
account in determining freight rates, unless you had some 
Pixed standard of fixed charges plus dividends and so on to 
measure them against? 

A. I do not quite get the connection Vou, sir, 

Bem Well, five per cent or ten per cent on common 
Stock--- 

A. You mean to Say, if you did that you would require, 
for instance, they must not earn more than a certain fixed 
dividend on their other investments, common stock? 

Q@. Yes. 

A. Well, as it is to-day, when they come to their 
fixed charges they require a certain fixed interest rate as 
a charge on the common stock of the C.P.R. which includes 
them all; they are all lumped together, 

Q. What rate would you allow on that? 

A. What rate in that case? 

Q. Yes. 

A. Well, if I were going to give the rate that the 
farmers get, I would make it three per cent, 

MR COVERT: Q. On common Stock? 
COMMISSIONER ANGUS: Q. On the investment or on the 
common stock? 

A. Well, I would Say on the investment of the company. 

MR COVERT: Q. I think perhaps -- you can correct me 
if I am wrong, Dr. Angus a I think Dr. Angus! point if sett 
you do say, "We will allow them three per cent on the invest- 
ment," then if these other things come in, for instance hotels 
and so on, you increase the investment on which the three per 


cent is allowed? 
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A. Yes. Naturally, as you plow back Surplus earnings 
and increase the Capital investment of the whole business, 
it is only natural that the total requirements would in- 
crease with respect to dividends. That would only be fair, 

Q. Doctor, I did notice that you said that for a 
period of twenty years they paid ten per cent. Have you 
figured the percentage, the dividend rate that has been paid 
on the common Stock, the average dividend rate over the 
whole period of its history? 

As "NO. "TF havelnety a7 noticed prior to those twenty 
years it ranged from two to Six, and then after that twenty 
years there was a five, and there was a Bap of a few years 
and then it was five in recent years, I have not figured 
it out; maybe four per cent over a period of time on common 
stock, 

Q. If it was around four per cent, would you consider 
that that was too high to have paid over the period of 
years on the common stock? 

A. No, four per cent would not be too high, but of 
course you have got to take into consideration the possi- 
bility of the original value of the Stock being worth much 
more to-day. Now, I don't know; I Suppose somebody has 
figured it out, because in addition to earning that four per 
cent they have Obviously kept back Something, kept plowing 
ae STN noticed, for instance, in their requests in these 
hearings before the Board, the general freight rate hearings, 
they asked for their needs , «the railways, five per cent or 
something or other, and Something else. They want five per 
cent and Something else to maintain or expand their equip- 
ment. In other words, they are not asking the Shareholders 
to invest in a Stock and get five per cent and out of that 
Save themselves; they want five per cent and an addition to 


that to expand the plant. 
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Qe You: think.—- 

A. (I think 1% 1s too much, 

@. You think there is Something wrong? 

A. Absolutely, definitely. That is, it seems to me, 
from the point of view of a farmer -- and I am a farmer -- 
that if I can earn five per cent on my interest, on my 
wages, which I am lucky #4f, T do, if I want to buy a larger 
farm or if I want to buy more equipment, I have g0t to take 
it out of my Carnings, my five per cent and my Salary. Now, 
the railway Specifically asked for five per cent and more 
to expand; that is Pignt. 

Q. Well, perhaps what they are asking is five per cent; 
they want Something to be able to pay five per cent to the 
people who invest their money, In other words, you might 
Say it was five per cent for the use of the money, and then 
what they want is out of C€arnings to be able perhaps to put 
Something aside for a4 rainy day or for ©xpansion, Now, what 
I was going to ask is, take the ordinary farmer, say he has 
an investment of perhaps $20,000; five per cent of that 
would be $1,000 a year? 

A. ‘That is Pieht. 

Q@. Or three per cent, as you Suggested, would be $6002 

A. $600, 

Q. Now, is that the basis on which you make your com- 
parisons? 

As YES. Lomean to Say, if a farmer fe yes, with a 
$20,000 capital he makes five percent, $1,000, and he makes 
his wages besides, Tf he wants to buy another farm or wants 
to buy more machinery or increase his capital equipment he 
has got to take it out of his five per cent, which is the 
$1,000, or take it out of his family diving, his savings, 
That is how he expands. The railways, it seems to me, in 


those submissions Say, "Now, in our requirements we need five 
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per cent for dividends and a couple of" -- I think it was 
two per cent for further expansion -- just as though the 


farmer should get seven per cent instead of five, Now, as 
a farmer looks at that atatement he is amazed; he thought 
that Savings ceme out of earnings, out of dividends; he did 
not expect to see the person who buys the C.P.R. share 
get five per cent and then be told at the end of the year 
that management has been able to have a further two per 
cent stuck into further Capital expansion, I know that has 
been done, and industry generally expects LO, Se possibly 
precedent says it is all ELEnG 

Q. I take it what you say, doctor, is that they should 
be allowed to earn that, and then they pay that five per 
cent out to the Shareholder, and then where would they get 
money to expand? 

A. They would not pay out five; they would pay out 
three or Pay out four, because that is what you expect, 

Q. Then where do you suggest they should get the 
money to expand? [I Just want to find out. 

aw two Mes they can earn five per cent they can pay 
a four per cent dividend or a three per cent dividend, and 
keep the other two and plow it in. That is how we Set Os 

Q. And that in your view would be sufficient? 

hee we onank Ab Would. | Tt would be sufficient to this 
extent, that there was a time when railways were Supposed 
to be very, very speculative, expanding into a new territory, 
and now it is big business, more Stable over a period of 
time ,-and-=- 

COMMISSIONER INNIS: Q. You suggest a take-home pay 

of three per cent? 

ne Sees EOLy they should be told, for instance, that 
they have another two per cent, that is being added to their 


capital, continuously, and compounded, why, I would Say that 
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Was very good. A Compound rate of return of five per cent 
over a period of twenty years looks pretty good, 
MR COVERT: Q, Now, in Part VI of your brief, that 

is, the last Parc or ity on page el,doctor, you Speak of 
the method of dealing with Special rates, and T am asking 
you if your suggestion amounts to this, that any special 
rates now in effect Should be left ag they are, and they 
can only be removed with the approval of the Board of Trans - 
port Commissioners at a public hearing? 

A. Well, of course, our experience in thats Suppose 
-- the farmers -- the reason for putting it that way is 
through their experience in a few typical cases this year, 

Q. Seed grain? 

A. Seed grain -- been on for a long time , and Special 
rates on farm machinery to western Canada on for a long 
time, twenty or thirty years, and some other rates around 


that period of time. They have sort of become accustomed 


to them, and then out of a blue sky to have the railways 


just say, "Well, thirty days from now we are Just discon- 
tinuing it -- bang!" we gives us a sort of Shock, and 
they feel that there ought to be some method whereby in 
cases like that a Special hearing is being held, Now, we 
Will say this, that the Board of Transport Commissioners 
did have the power, apparently, out of their own free will; 
they voluntarily did that, you might Say; they held their 
hearing, We are Satisfied; we have had Our chance. But if 
it was not for the -- I was going to use the word decency 
or fairness of the Board of Transport Commissioners -- the 
Board of Transport Commissioners were not required to hold 
that hearing, as I see it; they could have just Said, "No, 
let the rate go through." 

Q. What I was going to Suggest to you was that per- 


haps if those conditions did pertain, perhaps there would be 
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no more special rates; have you thought of that? 

m. That is possible, but in many cases the railways 
put on the special rates so that they would benefit them as 
well as the shipper. It is not a one-sided thing, you 
know, and if they do not see fit to put in a Special rate, 
I suppose that is all right, the shippers cannot have any 
complaint, 

Q. What I thought, doctor, was that presumably one 
railway puts in a Special rate, doing it perhaps to encour- 
age an industry so that that industry will give them more 
business; isn't that right? 

Ae “YES, 

gene That Le generally, I Suppose, how they have come 
about? 

A. M'hm, 

@. And when chey do! that, I Suppose when the industry 
gets on its feet, perhaps they feel that they should have a 
right to raise that Special rate, especially if they have 
been having a little difficulty with revenue requirements 
themselves? 

A. M'hm, 

Q. Would that be fair? 

fee aOeu, 18 fair, yes, ‘that Is fair. 

Q. And my understanding is that for instance in some 
of these so-called expiry rates, they are for a limited 
time; that is COPPSeL, Lavit not? 

A. Yes. 

Q. And they expect when that time comes along they 
can in the ordinary way Just say, well, that rate is no 
longer in effect. Now, if they could not do that, what I 
am suggesting is that they might not adopt the policy of 
putting in these so-called Special rates or expiry rates? 


A. Well, I Suppose, yes, there is a danger of that. 
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On the other hand, if the railways have a S00d case -- and 
in most cases, most times, they would have a Bood case” << 

I do not see why they would object very seriously to having 
a public hearing on the Changing of a rate, 

Q. Now, doctor, just one more question, and that 20% 
I wanted to find out, what principles do you suggest should 
guide the Board in a public hearing of this kind? 

A. You mean to say with respect to the changing of 
the rate? 

Q@. Yes, with respect toa change Of a special rate, 
For example, would they consider a matter Such as this? 
Suppose the railways established that they were definitely 
loss rates, if that can be established--- 

THE CHAIRMAN: Well, in the first place is there 
not this, that the Board has already fixed the higher rate; 
the ceiling is there, 

MR COVERT: That is PiCHt, Sire 
F THE CHAIRMAN: Q, Well; on “this hearing would it 
be a re-hearing to reduce that ceiling to the Special rate? 

A. No. I think what the question was, sir, was--- 

Q. What position would the Board be in? At some time 
they fixed a higher rate as the regular rate, 

A. Yes, 

@. You must remember that; they have done that. 

Oa €or 

Q. I suppose for what they considered good reasons, 
Then the railway makes a Special rate which is lower? 

A. Yes. 

Q. Then you say the railway ought not to be allowed 
to revert to the higher rate without going back to the 
Board; isn't that right? 

A. Yes. 


Q. And then in that case it would be a reconsideration 
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by the Board of its original rate, wouldn't Lt? 

A. I presume so, although I tried to fing pe ine 

Q. What principle would the Board go by, then? The 
principle of adequate compensation and so OM ies iteadid’ an 
fixing its original rate? | 

A. Well, I presume that the--- 

Q.- We are anxious to find out--- 

ee oes. I understand, sir, 

Q. The Board says, "We are a regulatory body," 

A. I would think they would have to reconsider the 
original rate in that case, It may be so long since they 
put the original rate on. In fact, I have tried to find 
out from some railwaymen if the Board ever actually made 
those maximum rates, and nobody can tell me. I have 
Spoken to many railroad men. JI Said, "Did any Board of 
Railway Commissioners ever actually set those maximum 
rates? ' and I cannot find anybody who can give me any evi- 
dence of the year or the time or the date when the original 
maximum rates were set, away back into the dim past. All 
they say is, "Well, when the C.P.R. started they based 
their rates on the American rates across the boundary line." 
"And who started the American rates? Why were they fair 
originally there?" Then they say as far as eastern Canada 
is concerned they took the American eastern railroad rates. 

Q. Would you say this, then, that the original rate, 
Wherever it came from or whenever it began, has been so 
long in disuse that it is obsolete? 

A. Yes, there is a good argument there, that you 
have got to make a rehash, sort of a new idea come along, 
and it means a lot of cross-currents and adjustments taking 
place, 

Q. How long was this special rate in force here? 


A. Farm machinery? That was in force since 1919, sir, 
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thirty years -- one of the longest, 
MR COVERT: Q. Thirty years? 

A. Thirty years that one was in force, 

Q. Then on this inquiry you think perhaps, doctor, 
they should inquire into the compensatory nature of the 
rate? 

A. That should be certainly one of the things to be 
considered. 

Q. And would you think that perhaps they should fix 
a time limit? Perhaps they should go into the question as 
to whether the industry had become so accustomed to that 
that it should be in for a certain definite time limit, 
continue it even if it is a loss rate, and perhaps then 
everybody should be notified that at the end of a certain 
time that was going to cease and they would be put to a 
rate that perhaps would be compensatory. Do you think 
considerations of that kind should--- 

A. That is, give them a long enough warning that it 
is going to be changed? 

Gf eS 

A. Well, that would be more Satisfactory than 
the present method, I admit that, more satisfactory, but I 
don't know that that would take the place of what we have 
in mind. We feel that we would like to put our case before 
a Board. 

Q. Then you are really Suggesting that you would just 
like to put your case there, that the Board should have 
broad powers, and they should be able to do what I suppose 
they considered just and equitable; would that be it? 

As 1 think 60, yes. 

Q. Thank you, doctor. I think there may be other 
questions. 


THE CHAIRMAN: Any questions? 
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CROSS-EXAMINED BY MR FRAWLEY: 

Q. Dr. Hope, you did not give us your qualifications, 
and perhaps this might be a good time, if you would put your 
qualifications on the record for the information of the Com- 
mission? 

A. Do you want me to give a history of myself or 
something? 

aie, WSL’, doctor, Mr. Covert dig not ask you, and I 
Just thought I would take it upon myself to ask you to put 
into the record Just what your qualifications, academic and 
Otherwise, are for the work that you are now doing? 

Peewee... Tam presently employed, in Fact for the 
last year, as economist for the Canadian Federation of 
Agriculture. Prior to that, for five years before that, I 
was Agricultural Economist for the National Progressive- 
Conservative Party, 

THE CHAIRMAN: 9. For the what? 

A. National Headquarters, Progressive-Conservative 
Party, Ottawa. That was for five years, Prior to that for 
fifteen years on the Staff of the Department of Farm Man- 
agement of the University of Saskatchewan. I am a Sraduate 
of the University of British Columbia and Cornell, I farm 
aS well as being an economist now; I am a farmer, twenty 


miles from Ottawa. 


MR FRAWLEY: We YOU ee degree of Doctor of 

Philosophy from Cornell? 

A. Cornell, yes, 

Q. Dr, Hope, in the earlier part of your examination 
this morning you used the expression "real wages", and I 
wondered if perhaps you should not distinguish, if there igs 
a distinction, between what you say are real wages and what 
the ordinary man on the Street refers to as wages? 


A. Well, the difference between cash wage and real 
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wage -- real wages are the goods and services that your 
work will buy, in terms Of physical Goods and services that 
your daily work will buy, rather than Just the dollar, cash, 

Q. Now, Dr. Hope, I only want to discuss with you 
very briefly one point, and that is, what you said to my 
friend Mr. Covert when he made the suggestion to you that 
in the case of the Crows Nest Pass grain rates, the rest of 
the traffic must be bearing the burden; now, that may not 
have been my friend's words, but you recall that he put some- 
thing like that to you, and you said something to him in 
reply about competitive rates, that the Same thing applied 
to competitive rates, Now, I want to discuss that with you 
for a moment. You are aware that the railways have filed 
tariffs of normal rates for the Carriage of commodities; 
Poeney 

A. Yes, 

Q. And you are algo aware that, due to circumstances 
which are sometimes forced upon them, they are required to 
establish lower rates which are called competitive rates? 

A. Yes. 

Q. Either truck-compelled rates or water-compelled 
rates. Now, to the extent that these compelled competitive 
rates are below normal rates, when those normal rates are 
charged in other parts of the country, is it not fair to say 
that those normal rates charged in the other parts of the 
country are carrying the burden imposed upon the railway for 
having to accept less than the normal rates in areas where 
the competition is keen? 

As Yes: 

Q. And that is the view that you were xpressing to Mr, 
Covert this morning, I took it? - 


A. M'hn, 
Q. If we find as a fact by looking into the tariffs 
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that the rate to carry fruit from the Okanagan Valley to 
Calgary is $1.04, and the rate to carry fruit from the 

Niagara Peninsula to Montreal, which happens to be a sim- 

ilar distance, is or wag -- Dam onot Speaking in terms of 


the recent increases -- was 45 cents, when the rate from 


Vernon to Calgary was $1.04, Carrying the same kind of com- 


modity the same distance in the same kind of cars, would 
you say that there was more than a possibility that the 
rate from Vernon to Calgary was carrying the rate from 
Hamilton to Montreal? 

A. More than a possibility? Yes, I would Say there 
WaS a good possibility that it was Carrying. 

Q. And so you Say, pointing out those matters, that 
there is no real distinction between the fact that the 
Crows Nest Pass is Something lower than the rate which it 
might otherwise be, according to the filed tariffs of the 
railway? 


Aw Yes: 
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Q. Are you aware too thet sometimes when the 
railways ere authorized to increase freight rates, say, 
21%, that they have founda it difficult and indeed 
impossible to increase Shoe competititve rates of 
which I have been Speaking, the full 21%? 

A. Will you repeat that question? 

Q. Do you know that when the railways have been 
authorized to increase their rates 21%, we will say, 
that they have found it difficult end even impossible 
to increase the competitive rates which they sre author- 
ized to increase 21% for which authority was given? 

We “Lc Quite imagine that that would be the case, 
yes. 

Q. Now my friend has esked me for an instance, 
and I have an instance for onimn, One you Pecell that 
during the 21% Case we were told tha the railways found 
it impossible to increase the agreed charges in Quebec 
on petroleum products? 

THE CHAIRMAN: Impossible by reason of competition? 

MR. FRAWLEY: By reason of competition we were told, 
ny lev, “thet they could not increase the rates for corry- 
ing pretroleum products under agreed authorities in Quebec, 
end I think, my lord, that they could not increasethem at 
all. There was no question of increasing them 21%, 15% 
or anything like thet; they could not be changed sat all? 

MR. EVANS: My point in interrupting my friend was 
thet his inference to 3 witness who is favourably inclimg - 
was that it hed been impossible to increase those rates 
21%. 

MR, FRAWLEY: I had no intention of giving any such 
inference, 

THE CHAIRMAN: I think Mr, Frawley was asked 


to give en instance by Mr. O'Donnell, 
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MR, EVANS: I asked him to Give an example because 
of his inference that in phrasing a question to a favourable 
witness, he inferred that it was impossible to increase 
competitive rates by elg which is not true. 

MR, FRAWLEY: I know I have 3 lot to learn about the 
freight rate Structure, my lord, I ave been living with 
it for some months - 

THE CHAIRMAN: Haven't we all, Mr, Frawley? 

MR. FRAWLEY: I did not Say that, I know under 
the present freight rate structure they sre able to exe) 
out and increase some competitive rates, 

MR. EVANS: Most of them, 

MR. FRAWLEY: Even most of them, 

THE CHAIRMAN: You were asked to give an instance 
of their inability to increase competitive rates on account 
of the competition sna Mr. . Evans asked you to give an 
instance. You Save an instsnce where you say the railways 
themselves ssid that they could not increase this particul- 
ar rate, 

MR. FRAWLEY: That is quite right, sir, 

THE CHAIRMAN: If it is 9 fact that the railways did 
do that, there is the instance, 

MR, FRAWLEY: That is all I was endeavouring to do. 

I would not Say anymore, It would become just argument, 

THE CHAIRMAN: Are you saying Mr, Frawley is 
mistaken? 

MR. EVANS: No, I was complaining of the inference 
which I found in his question that it was impossible to 
increase competitive rates as a class of rates, and I 
Just wanted to clear up the thing to show that while there 
eve exceptions, there were increases in the body of compet- 
itive rates, 


THE CHAIRMAN: Well, nobody says there were not eny 
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increases, 

MR. EVANS: Well, the inference I got - 

THE CHAIRMAN: I suppose when the time comes you 
will be able to deal with that side of the question, 

MR. FRAWLEY: As I know, my lord, I certainly know 
there are some instences nee they have increased them, 
and there ere other instances where they have not, and 
I was simply drawing a parallel between that instance 
and this much maligned Crow's Nest Pass rates, This 
freight assistance policy, Dr. Hope, I realize in 
something that Dr. Innis was putting to you, am I right 
or am I quite wrong, because I do not pretend to be 
an agriculturist,-is there anything set all inimical to 
the interests of the Western farmer in Shipping feed 
greins to the Maritimes and to Onterio rather then 
finishing thet stock and fattening it himself and selling 


it out there and having it processed out there? 


A. No, I think it gives the Western farmer a good 
market for his coarse grain and I think history shows 
that the western farmer would just as soon sell the grain 
as feed the stock, 

Q. Has there been a continuous movement of feeder 
stock to Eastern Canada? 

A. Always has been. 

Q. Because I am told the farmer in the East goes 
out to the Western provinces and buys carloads or 
trainloads of our feeder stocks, brings them down and 
puts them in Ontario farms and Nova Scotia farms, feeds 
them and fattens them and sells 2 much better animal. 
Now then, looking at it very superficially, because that 
is the only way I can look at it, you do not think there 


is anything inimical to Western Csnada in thet? 
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MR. FRAWLEY: Q. Suppose that the Dominion Govern- 
ment cancelled the feed freight assistance policy. I am 
not recommending that it ought to,but I am asking you to 
elaborate it. If they cancelled this feed freight policy 
what would be the result, as you see it? 

A. As I see it, there sre two effects, the immediate 
and the long one The immediate effect would be an 
increase in the price of feed in Eastern Canada and the 
Maritimes of about $4.00 to $5,00 a ton and I think as 
high as $7.00 to $8.00 a ton in Prince Edward Island on 
oats and barley, bran sand shorts, in feed and feed wheat, 
whichwould immedistely, of course, raise the cost of 
livestock produced in the East,and the production would 
drop off very drastically in a short time. Within twelve 
months to two years it would shrink very sharply throughout 
this Eastern region, Theat in time would eventually bring 
@ higher price because for a wuile it would flood the 
market, and then it would be scarce, and the price would 
rise, but. Dathink iti would end: up eventually with 
Eastern Canada having considerably less livestock over a 
period.of. time, 

THE CHAIRMAN: Would Western Canada have more? 

A, Well, they might have s little more. It is 
doubtful ,because efter all,the price of grain if it is set 
mostly by an international market, -- that would not 
influence their price of grain very much, The only thing 
is the domestic price would be 3 little higher. It might 
remain and not shift off but it would certainly cause 3 
big shrinkage here, and it might cause a little increase 
here. 

Q. By what you told us earlier today you think it 
would be uneconomic? 


A. In the long run, yes. 
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COMMISSTONER ANGUS: This is 2a case, is: 16, in 
which an increase in freight rates would be passed on 
to the consumer and not borne by the farmer? 

A, The subsidy method for eastern feed, you mean? 

Q. Yes, 

A. Well, in that case, sir, the increased freight 
rate would be paid by the taxpayers through the subsidy 
to the reilways once a year,or if it is where the freight 
rate would be loweand in the long run the consumer, 
of course, gets that produce cheaper because he is 
producing cheaper over a period of time~-then presumably 
the domestic price for these enimal products is a 
little lower for that reason, 

Q. What I mean is, if the net freight rate that 
the producer pays at present were increased by taking off 
the subsidy, I think you told us thet the price to the 
purchaser of the feed grain would go up? 

A. Yes,- 

Q@. And I am asking if that is an instance in which 
the burden of the freight rate could be said to fall on 
the purchaser and not on the producer? 

A. Yes, that is the case because there is a case 
of the purchaser as a farmer and the price of his grain 
would go up. 

MR. FRAWLEY: But as a farmer in Ontario and the 
Meritimes, what you sre saying to Professor Angus is 
that if the subsidy were removed entirely, the Ontario 
and Maritimes receiver of the feed grain would have to 
pay the freight on the feed grain? 

A. Yes, immediately, 

Q. And you think without the assistance he would 
not just be able to buy the quantities that he is now 


buying? 
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A. It would cut his purchases a great deal. 

THE CHAIRMAN: That is what we call a "sellers 
market" isn't it? 

MR. FRAWLEY: Would you Say thet is a seller's 
market? He is able to pass the freight rate on to the 
consuming farmer in the East? 

A, Well yes, the Western farmer in that case might 
pass the freight on to the Eastern farmer. That is what 
it amounts to, 

Q» And do you do not think it is quite as simple 
as saying it would increase the slaughtering in Western 
packing houses? 

A. It might in time but certainly it would have 
no immediate effect on the Western plants sat all. 

Q. Do you think that the present state of unused 
capacity in Western packing plants is due to the fact 
that we ship so much of our feed out for the benefit of 
Onterio and Maritime consumers? 

THE CHAIRMAN: You are assuming that there is a 
reduced capacity? 

MR. FRAWLEY: Yes. 

A. That is duemore likely to the same fact, that 
Western Coneda has reduced its hog production a great 
deal from the wartime figure of 1944 very much down, and 
that in turn is due to the effect of a change in 
Government policy, because the Government policy during 
the war was to keep grain piney and hog prices high, 
and that policy worked in as tremendous expansion of 
hog production in Canada when they fed millions of 
bushels of wheat, Now then they had virtually a 
world pricefor wheat or close to it, and a contract price 
for hogs to Britain, which makes hogs not es profitable 


as growing grein, so they have stopped raising wheat 
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for feed and the slaughter houses are empty. 

Q. Do you know of the development of feed lots 
in Southern Alberta? 

A, A little bit about them, 

Q. They ere a good thing in the livestock industry? 

A. Yes, good for some by-products from your beef 
plants. 

Q. Well, there ere feed lots in the vicinity of the 
Sugar beet plants? 

Bia) LES: 

Q. And that has contributed to the development of 
good livestock? 

Aa Yes. 

Q. Not much doubt about that, I take Lt?) 

A. No, 

Q. I was wondering if that sort of thing should 
not be increased and extended and whether this shipping 
the grain out has a tendency against that. I was only 
asking for general information. I have no views or no 
instructions about the matter. 

A. Well, generally speaking, I think you will find 
that the big market for Western beef cattle is the United 
States/which is a live cattle market, which is mostly a 
feeder animal, not finished in Canada particularly--so 
we ship 200,000 or 300,000 head from Western Canada across 
to Chicago, and they are finished there. Now they can 
produce actually a cheaper grain to finish cattle than 
we can, 

Q. Again you would say it is too simple for 
me to suggest that we should feed them and when they 
come off the ranges in Alberta we should feed them and 
then send them down to Chicago? 


A. No, I don't think so. There ls not been in the 


re 


Yaa 
ay 


¢ eo, 
Re abe 8 hod ft 
Ben whee gt ne BE Ie te pas 
= can 
“sii a 
a y ~ a “LT { es ay 
| ‘ F ~ 
sf 
A; 
or . a > 
Oly “a4 ake 
NS 
ee ee a ¢ 
> rear 
er lyeey> wide a Bs Er 
ane 4 - 
2 . 3 
Fly t Le ~ : he 
tt Se: is ra the 7. 
Pee Oo 
TP a t« 2 rae 
~ . ‘i 


AMES 
stegesat eee (a ont 


eta 


ee) ae 


F , 
a ‘ PF tals Hl a ae V 
nate Te ne £ “Sis gee ie rr a! 
y= ES 
= # P| Pala. ni ™ ad ek om ad y 
tedes5W "o%, dostam aid Soy eid 


ee wad 
on Sa Bs oe Re = 
on 4 * 


: ee Mey Doo te @Luot 


Se wen) 
weet: OY, ot, A; 


Sepa & eaciniae ape | 
s*tccat nat Sie ae 
. 


t 
- p 
‘ ‘ rd , ‘ : 
sei j y 
DE eect F iS Ve es tas 


%; ae ¥ ‘ line = 
\ ‘ 
noe 4 
ee <4 ¥ 
ie tt a Gas 
, i a 
‘ 
‘ y ae ame. a a 
eil * # - ei ale ar 
: i 
} 
* ~~ 
i q fe ae 
4 oe 
- + eee 
: a! 
pa" 
Sie is ' t 
at 4 = 
5 les j 
} - "4 f 
t 5 - My dt 7 G ae 
& aL i Jie ¢ EGR tot ~ ey 
+ = < 
a 
+ 4 Eau 
f 
rs 
ie ot h. ¥ ‘ . ie 
i . eas 4 ae Fp zi we eo 


’ LF 
0 J si a 
TOAGILIS . est two obhaee seg 
e 
seh 
: ait i 
5 “ * a ate oom oo Wy gee ee ee 
t ree eit Bee ie a a t maths one 


Ak ee ae ee ee ey ee 
adver arid seeds emo ci ouierns 


eg PS Peak- tone La = ede fi Roden \ \e ar GIS 


. = * a. a ar ne Se ~~ ee 1 a 
at dbedetnit oad , lepias spoesi y 


wees a 


«~ TOf7. = Dr, Hope. Cr Bx, 


past; it is mainly ea feeder cattle trade to the United 
States. 

Q. You think we are relegated to the position of 
being purely 2 supplier of raw materials in livestock for 
a long time to come? 

A. Well, if it is 3 profitable venture I see no 
harm in it. 

Q@. And you say et the moment that sending them down 
as feeders is more profitable than endeavouring to fatten 
them in Alberta and then send them across the line? 

A» Yes, I think that history shows and that a review 
of the data will indicate that over a period of time there 
is more money in that than fattening them up with feed 
grain. 

Q. You say the feeder lot idea is a good one? 

A. A good one if you have a cheap by-product to feed. 
Le you have cheap grain and by-products then it is all 
right and I think you will find that in Alberta a consider- 
able amount of that feeding is done by feeding that type 
of feed - some of it, anyway. 


Q. Thank you. 
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CROSS-EXAMINED BY MR EVANS: 

2. Dr. Hope, I hope you will be able to hear me; my 
voice is a little poor to-day. in’ the first part of your 
brief you make some comparisons -- perhaps I should Say, 
you deal, beginning at page 3, with the effect on the farmer 
of changes in freight rates, and I wanted just to have a 
few minutes with yOu, about that. I Suppose, whether or not 
we get into an argument as to whether the farmer in the end 
pays the freight rates, or whether we do not, the ability of 
the farmer to pay increases in freight rates must be 
measured, must it not, by the condition he finds himself in 
as regards the prices he gets for his products; would you 
not agree with that? 

Ao: uLeS, 

Q. And would you not also agree that there has been a 
Substantially greater increase in farm prices between 1939 
and the present day than there has been in wholesale prices 
generally? 

A. Correct. 

@. That increase in the price of farm products amounts 
to well over double what it was -- that is, the index -- in 
1939? 

A. Yes, 

Q. And in the case of whl esale prices between 1939 
and 1947 the increase was very Substantially less? 

A. M*hm, 

Q. Perhaps I could give you the figures for the record, 
According to the Year Book of the Dominion Bureau of 
Statistics at page 390, the farm price index in 1939 was 
91.8 and the index in 1947 was 203.7; that is on a basis of 
1935 to 1939 equals 100. 

A. Wss that wholesale prices or farm prices? 


Q. Those are farm prices, 
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A. That is not wholesale prices? 

Q. No, that is farm prices. Now, the wholesale price 
index, which I had to have converted from the 1926-equals- 
100 basis -- and you can check me -- in 1939, using the 
base 1935 to 1939 equals 100, the wholesale price index was 
97.8, so that in 1939 the index of wholesale prices was 
relatively higher than in the same year for farm products. 
Then in 1947 that wholesale index was 167.5, as compared 
with the farm price index, which had begun lower in 1939 
but which had reached 203.7 in 1947. Now, in the face of 
that, would you not agree, Dr. Hope, that the position of 
the farmer as regards his ability to pay increased freight 
rates is at least very much better than it was prior to the 
war, in 1939 say? 

A. Yes, I would say it is much better, but these 
figures you have quoted here, you could not use these com- 
parative figures here for any kind of true picture of what 
the farmer could afford to pay on anything, for a number of 
reasons. In the: first place, on the 1935 to 1939 basis of 
100, which we do not recognize as being applicable to agri- 
culture--- 

Q@. Why do you not so recognize it? 

A, Because you are using a period of depression, when 
agriculture was very much depressed. We naturally expect to 
get a higher rise in farm prices in that period. That is 
the first thing that is weak in the data. The second Soda 
of view is that you have nothing to compare the cost of 
things that farmers buy, which may not and does not corres- 
pond with the rise in wholesale prices. So all I am saying 
now is that I admit that the farmer obviously has a better 
income than he had in 1939 -- nobody can deny that -- but I 
think I would want a little better data to show the picture 


than using just 1935 to 1939 equals 100 in wholesale prices. 
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Q. Well, would you like the retail price index? 

A. No, unless we have the figures in mind, I think 1% 
would not make any difference. 

Q. What figure would you want to use? 

f.. I would say that you ought to use the wholesale 
prices of farm products or the farm price of farm products, 
which is a different index, and take a base period before the 
depression, We like to use the périod)1925.to.1929, 

Q. What I want to do with you, Dr. Hope, is to show 
the condition as it was in 1939 and compare it with that 
condition to-day. Now, I Suggest to you, as long as we 
make the comparison Peaiee Matas years, there is some sig- 
nificance to be found in the fact--- 

A. WelljraseL said before, the farmers are better off 
than in 1939, no doubt about that; they are better able to 
pay, sure. 

O.ea weds sthatryisu21). I was putting to you. 

A. Mhatetis all: right. 

Q. Now, as compared with the increase which the 
farmer got for his products, I suggest to you that he is 
very much better off than the railways as regards the in- 
crease in priee they have had in the same period for their 
services? 

As “Mel now, teteas Say that we admit that, but here 
Lavche pointed Et tevakt very well picking on any one year 
f0riig: point of comparison, which the railways are doing now, 
Or you are suggesting to me. You are picking on one year 
now and comparing the farmer's position with the railway's 
now. It would depend on what year you picked on, but we 
know that farm prices will fluctuate from year to year, 
they may go up, and you do not expect freight rates to 
follow farm prices or the farmer's purchasing power, it is 


true, and the situation in any one year might be entirely 
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different from say a five-year average or a ten-year 
average, 

2. Without attempting to argue with you, I think I 
would be inclined to concede that, but I want to make this 
point with you: If you compare the railway's condition on 
the one hand in 1939 with the farmer's position on the other 
hand for the same year, and you show the changes since that 
time, all I am asking you is whether it does not show that 
relative. to other prices and also to railway prices for 
their services, the farmer has done better since 1939 than 
other industries Benerally or the railways in particular? 

A. Done better than other industries in general? 

OQ. Yes 

THE CHAIRMAN: Since 1939 in all cases? 

MR EVANS: Yes, sir, 

THE CHAIRMAN: Well, what year did you use as the 
basic year for manufactured commodities? 

MR EVANS: I have been using the base year which I 
found in the Annual Year Book for farm products, 1935 to 1939. 

THE CHAIRMAN: And the other for the manufactured 
products? 

MR EVANS: Yes, the same base year. 

THE CHAIRMAN: TI thought you gave a different base, 

MR EVANS: I started out with the 1926 index, which 
I had converted to the same index that was used for farm 
products, to get them Strictly comparable, My submission is, 
Sir, that it does not make any difference what base period 
we use as an index, if you want to make a comparison between 
given years, but this was a little more convenient, I thought. 

THE WITNESS: Pardon mes; sir. - 

THE CHAIRMAN: Q. Do you question--- 

A. Yes, I question very much that last Statement, where 


this gentleman said that agriculture since 1939 had done 
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better than other industries or better than any of them, 
Now, that statement might be correct to the extent of a 
percentage change from 1939 to 1947, 

MR EVANS: Q. That is it, 

Reo Bil Pighty. but Ehat) isi a very small part of the 
Dic cures in fact, Mtr a very erroneous statement to rake, 
very erroneous, for the simple reagon--- 

THE CHAIRMAN: Q. How would you complete the com- 
parison? 

A. I would go back to a period when we would more or 
less agree that the economy was in balance, and measure from 
that period. Now, agriculture, of all industry--- 

Q. When were they in balance? 19269 

A. 1926, 1927, 1928, 1929 -- in that period, because 
the 1929 period, of all industries in Canada agriculture was 
the last to come out of the depression, and it was still 
virtually a depression year, so how can you possibly compare 
agriculture with other industries in 1947 and measure from 
1939? Now, it is true that we may have had a steeper climb, 
but we were starting from a very depressed level, and the 
comparison is not fair. That is all I mean. 

MR EVANS: Q.- You are not Suggesting that the 
Canadian Pacific was not depressed in 1939, are. you? 

A. Not as much as the farmers were. 

Q. I suggest to you that the rate of climb out of the 
depression is evidence of at least present ability to bear 
increases in rates, if you measure the same ability of the 
farmer in 1939 to pay the freight rates in 1939? 

A. I am sorry, I did not quite. get that. 

Q. Well, if a farmer had a given ability in 1939 to 
pay freight rates at a given level in that year, his 
Steeper climb out of this depression than the rise in 


freight rates in the same period would produce a relatively 
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greater ability in the later years to bear the burden of 
freight rates? 

A. Yes, assuming that he had a good ability in 1939, 

Q. I did not ask you to go any farther than that his 
ability to-day is better than it was in 1939? 

A, Oh, yes, I have conceded that that is true, but I 
did not like the inference that UIE Sebel 

THE CHAIRMAN: Well, we will come back at a quarter 

to three, 


---At 12:55 p.m. the Commission adjourned, to meet again 
at 2:45 p.m. 
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Tuesday, NOvember 8th 1949, 
POT RAR Neo ON Sis LON 
SESSION 


DR. E. C. HOPE RECALLED 
CROSS EXAMINATION CONTINUED BY yR, EVANS. 
a a ee we MR CEVANS, 


Q. I think st the adjournment I had just been 
telking about the ability of the farmer to bear increases 
in rates. Now there is one other question on that branch 
I would like to ask you. Mr. Covert in his examination 
of you got an answer from you which I took down as best 
I could, and I want you to correct me if I am wrong, 
and you said you thought it was difficult to show that 
farmers prices G0 up with increases in freight rates, 
and that that position was sharply distinguishable from 
the case of manufactured goods, Have [I correctly taken 
you down on that? 

A. Yes, because the manufactured goods, it is very 
evident to a farmer immediately that the freight rates 
are increased in the goods he buys. It is very evident 
to him, 

Q.- I was about to Suggest to you that the fact that 
the manufactured goods or wholesale price index haa not 
increased as much since 1939, would indicate, would it not, 
that the other factors effecting price sre far more 
important thon freight rates? 

A. Demand over the past five years has been the most 
important factor within trade in putting up prices - 
inflation you might almost cts Bel Ae Bh vg 

Q. I suggest to you that the fact that the whole- 
Sale price index has not risen as rapidly as the index 
of farm prices, would indicate that despite the fact, as 


you say, wholesale prices or manufactured goods 
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reacted more to freight rate increases, perhaps indicates 
that the effect of freight rate increases must be a 
relatively minor factor in the increases in price which 
have taken place since 1939? 

A. I do not think you can Simplify 1t quite. ag much 
as that because it is true, we know, that the freight 
charge in the retail price of your product is not 8 very 
large percentage, and, therefore, it would be very 
difficult to say in just Doan cat changes in index 
numbers, over a period of time, whether demand is such 
that you see any inflation in general, to try and work 
out the incidence of changes in freight rates on price, 

I do not think that looking at index numbers is 9 very 
effective way of Ome 3% It would be very difficult 
to show, 

Q. Perhaps we misunderstand each other, What 
I am saying is that if as you say (and I am not accepting 
or rejecting your view) wholesale prices or prices 
of manufactured goods are generally increased the 
reflected increase is shown in manufactured products to 
a greater extent than in farm products. Now assuming for 
a moment that that is true, the fact remains does it not, 
that despite the freight rate increaseswhich you say are 
reflected tore quickly in the wholesale price index, 
that index has not increased as rapidly or as much since 
1939 38 the index of farm prices? 

Ae That is true, yes, 

Q. Now then, if I may I will pass to the second 
branch of your brief, 

A. Pardon me for a moment. I think at this time 
I would like to ask the Chairman if I could file some 
evidence here of our brief to the Board of Transport 


Commissioners on the increase in freight rates in the 21% 
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Case. The reason why I am asking them to file that is 
that in there is 5 very significant chart,which we would 
like the Commission to review, showing the Stability in 
freight rates over the years, in comparison with the violent 
fluctuations in the price of farm products, and it is very 
striking he @Sp between the freight rate structure in 
1939 and the price of farm products. This is an official 
index which was computed by the Dominion Bureau of 
Statistics which they ceased to keep in 1938, as 9 matter 
of fact. No doubt the Commission is familiar with that 
index, 

Q. Is it filed with the Board of Transport Commission- 
ere? 

Pomreovably is 2 

MR. COVERT: That will be Exhibit 107, "Presentation 
of the Canadian Federation of Agriculture to the Board of 
Board of ‘Transport Commissioners dated Ottawa, July, 1947" 


EXHIBIT 107 2. filed by Dr. Hope - Presentation of the 
Canadian Federation of 
Agriculture to the Board 
of Transport Commissioners 
dated Ottawa, July, 1947. 


MR. EVANS: Perhaps you would be good enough to give 
me @ copy? 

By evres.. 

Qe Thet was presumably presented to the Board after 
the resumption of hearings at the conclusion of the summer 
of 1947. Mr. Hennam was the witness on that occasion? 

A, Yes, 

MR. O'DONNELL: Have you any copies of that? 

A. Well there were five copies here, There were five 
COpies available this morning. Another Exhibit is Table 2 


taken from our brief to the Royal Commission on Prices last 
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winter, in December. Table 2 we have not got enough 
copies of; unfortunately they are out of print but the 
Table 2 can be typewritten and filed for reference with 
the Board, I would like to file this because it deals 
Specifically with the sgriculture rises Prom 1939 to 1947. 
In this table we have converted the price of farm products 
to what we considered a more suitable basis for the 


purpose of comparison,and that is the 1925 to 1925 lanes 
100. We call it 100 before the depression and in 1939 


this index shows the wholesale price of farm products 
to be 66 - just 66, which was only 4 points above the 
average of the entire depression from I9sivo 29036, 
so that the comperison of egriculture from 1939 on all 
industries is the most depressed, and very little above 
the low of the 7 or 8 years previous to that. And that 
waS @ comparison which we did not have to make from 
1939 tol947 which showed 9 considerable rise, to rise 
from extremely depressed conditions. At the level of 
1939, as far as the paying of freight rates was concerned, 
a farmer could not afford to pay any freight rate, could 
not afford to pay taxes or anything, because he was 
running his entire economy into a deficit. It is true 
the railways st that time were having 3 little trouble 
but I notice that the Canadian Pacific Reilway that year 
paid 2 1/2% on their investment in railway property, but 
the farmers must have made about minus 4@. 

MR. COVERT: Mr. Chairman, with respect to that, I 
Suggest since there are not sufficient copies to file 
as exhibits, and I understand there is some difficulty 
about obtaining additional copies, that thet table be at 
this point typed right into the record. 

THE CHAIRMAN: That is the tadle that Mr. Evans had? 

MR. COVERT: This table I will just give right to 


the reporter rather than have it mede an exhibit. 
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TABLE 2 - Changes in the Wholesale Prices for Ferm Products; 
the Cost of Things That Fermers Buy; and the 
Parity Ratios,1914-1948, 


1925-29 = 100) 


PHO E Index of Index of Parity ratio 
Prices Of Prices ™ 
eaters ee 
1914 Fl 67 106 
1915 80 71 112 
1916 92 78 118 
1917 135 102 130 
1918 136 iG sme s 
1919 149 125 119 
1920 164 143 115 
1921 105 127 90 
1922 89 104 85 
1923 82 103 79 
1924 92 102 90 
1925 103 102 101 
1926 102 101 101 
1927 98 101 97 
1928 97 99 98 
1929 100 98 102 
1930 85 ge ge 
1931 56 81 69 
1932 46 vie 62 
1933 4g {3 67 
1934 a9 76 78 
£935 63 76 83 
1936 69 78 89 
1937 83 83 100 
1938 73 81 ag 
1939 66 9 a 
1940 68 85 80 


1941 76 a 83 
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(Table continued from previous page) 


Year Index of Index of Parity 
Prices of Prices Ratio. 
Farm Paid by 
Products Farmers* 
1942 90 100 90 
1943 103 107 | 96 
1944 110 109 101 
1945 116 ag ae 104 
1946 rea] 5 106 
1947 139 124 105 
194g** 158 145 109 


XIncludes goods, Services, taxes, interest and wages. 


*Xfirst nine months." 


MR. EVANS: Now then, ot the conclusion of Part 11 
of your brief you asked for an amend to the R ilway 
Act to provide that the Board when considering general 
freight rate increases, must take into consideration the 
extent of co-operative ventures, co-operatives measures 
undertaken by the railweys, and you gave Mr. overt some 
answers on that but I would like to just ask you one or 
two questions. Have you considered this kind of case, 
Dr. Hope? If the investigating tribunal which you 
Suggest in your recommendation No. Ly. should’ finds for 
example, that the Canadian Pacific were deficient or de- 
linquent in cerrying out their duty, and if you go on to 
say that the Board should take into account that delinquency 
in fixing the level of freight rates, have you considered 
the effect of penalizing the other railway, the Canadian 
Netional, in the level of its rates, because of the 


failure of the Canadian Pacific to carry out its duties? 


(Page 7700 follows) 
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A. Well, we are referring specifically there to co- 
operative ventures of the two railways. 

Q@. Well, so am-I. 

A. In other words, you would imply there that the 
C.N.R. was willing to do it ana the C.P.R. was notwilling to 
do it. 

Sel res. 

A. Is that the case? 

Q.- Yes. Would you penalize all railways in Canada 
because of the failure of the Canadian Pacific to co- perate? 
A. Well, it is true, we have not considered a case 

itke “that, but. in’ the present Act it calls for a specific 
tribunal to decide a dispute like that, and, if I am cor- 
rect, is it not that that tribunal has the power to enforce 
its decisions? Is that correct? TI think so. 

Q. Iam afraid it is your Suggestion; I could not tell 
you, 

A. Well, it is in the Act; that tribunal has the power 
to enforce its decision in that case, 

Q. I sees; you mean the existing tribunal? 

A. Yes, the existing tribunal does; and if that is the 
case, if that was a good feature at that time, if one railway 
refuses, I do not see why they could not have the same thing. 

Q. Iam just suggesting to you that perhaps you 
Should divorce the freight rate cases from the penalty for 
failure to carry out the co-operative measure. You had not 
done that in your thinking at all? 

A. No, we had not, 

Q. But do you not agree with me that you might, by a 
process of requiring that in each general rate case consider- 
ation be given to that, be penalizing the wrong people? Might 
you not? 


A. Yes, you might. We had not considered that point. 
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Q@. Now, here is one thing I would like to put to you. 
I do not know how far you have studied this matter of co- 
operation -- I do not want to take you through the details 
of it -- but you mentioned two stations in Saskatoon, and 
the suggestion was that it should have been a comparatively 
easy matter to close up one of them, and I think you said 
that the Canadian Pacific was not a very busy station and 
that probably the Canadian National would be the proper 
Station. Now, I do not want to get into the detail of that, 
but in offering that suggestion to the Commission had you 
considered the probability that a very large rearrangement 
of trackage would be required, involving considerable ex- 
pense, to produce the union station? 

A. Yes, I did. Of course, it is true that I think = 
Said there that I was not a technical person; that is, it is 
a question of a technical decision on that. nearly sli of 
these, at least a good number of them, automatically require 
re-switching and new trackage and so forth; there is some 
cost element in it, that is very true. 

Q. And does not that have to be weighed in balance 
with the economy? 

A. Very definitely. 

@. So that if you had a small station with perhaps 
one or two employees in the station and a relatively small 
investment in the station; if you had to make a substantial 
investment for new tracks and the maintenance of those 
tracks, you might come to the conclusion that there was not 
any economy involved, although prima facie you would think 
there was? 

A. Yes. .I am not here pointing out what things 
Should be done, because that requires study, and we are ask- 
ing a tribunal or a permanent board or commission, research 


organization, to look into that itself independently of the 
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railways, who have a special interest in vg a 

Q. I just wanted to test Le 

A. Oh, I am not dogmatic about that, 

Q@. Now, just one more point on that. You made a 
Suggestion -- I am sure you could not have meant it quite 
the way I took it down, but in answering Mr. Covert you 
rather suggested that the railways have apparently mutually 
agreed to do nothing; have you anything more than your own 
Just offhand opinion about that? 

A. Well, in fact when they get together on a certain 
project and decide not to do it, they must have mutually 
agreed to do nothing. 

ne ante elidel ya events, all you are Saying is that from 
where you sit it looks as though they might have agreed to 
do nothing? 

A. It looks to me that they did agree to do nothing, 
because they did investigate a lot of things and decided, 


well, they couldn't do much about it, and, reading through 


C.P.Rs reports <= Tf am Sorry I cannot lay my finger on that -- 


I did read them all, and I got the impression that there was 
not a great deal of effort made to put into operation co- 
operative ventures -- almost as though they sort of threw 
up their hands, "It is tough, and we will let it go." Now, 
honestly, that is the impression I got as a layman reading 
the C.P.R. reports, 

Q.And from that you inferred, not that there was the 
difficulty, but that there was no difficulty, and that there 
had been an agreement to do nothing? 

A. Well, there must have been an agreement to do 
nothing, because if they sit down and decide that nothing 
can be done, they have agreed to do nothing, sure; they say 
it can't be done, do nothing about it. 


Q. Then you do not infer that their sitting down and 
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agreeing to do nothing, as you suggest, was the result of 
merely doing nothing, but as a result probably of finding 
that there was not economy in a lot of these things? 

A. Yes, and even a little further. The impression a 
person gets is that not a great deal of conscious error’ 
was made. I know each railway has to look at its future 
and how it will be affected over a period of time; they are 
really competitive, I know that is a Oe .euLey, snd pes 
cause of those difficulties they probably decided not to ZO 
very far. Now, it is just my Opinion, of course, that is all. 

Q. I just wanted to know--- 

A. It is not factual, it is true; I was not sitting in 
on the meetings. 

Q. Now let me go this one further step with you. 
Have you ever considered how one railway would compensate 
the other,where there was a line abandonment, for traffic 
potentialities of the line abandoned? Have you ever con- 
Stacred that? 

A. How one railway would compensate the other for a 
line abandonment? 

Q. Yes, for traffic potentialities; supposing one 
railway has to decide to abandon its line in a territory 
that one railway may feel has considerable traffic poten- 
tlalities, and the other railway may not consider it has 
much in the way of traffic potentialities; how would you 
work out the means which would compensate the abandoning 
Pei lWay g0P. 265 LOps.0r trartic? 

A. You might have to work it out on what we call a 
Saw-off -- if in one district one concedes something, the 
other one will agree to concede something else of equal 
value. I am not enough of a railwayman to know exactly how 
far you could go in making the saw-off, but we do make saw- 


offs in lots of other things. 
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Q. At all events, you have not given any thought to 
that? 

A. Not detailed thought, no. 

Q. Now if I may pass to |. another branch of the case, 
another branch of your peiet fan Pant -L TB there is a 
table on page 8, and I Only pause to note that, in ‘ 
arriving at the farm family income you have first taken from 
the net farm income, I assume, an allowance of three per 
cent on the investment? 

Ae 10a Ls. rient. 

Q@. And I assume also that the fact that you did that , 
involves your having considered that equity as well as debt 
capital employed on the farm is entitled to a return? 

A. YER. 

Q. That is right. Now, when you come to discuss in 
Part IV the capitalization of the Canadian National, is it 
your view that when the debt capital is reduced and trans- 
ferred to equity capital, the equity capital of the Canadian 
National should be allowed to earn a return? 

A. Not necessarily so. You might Say, why? Well, I 
won't answer that question. I Said, not necessarily so. 

Q. Well, do you want to add to that? 

A. Well, yes, because if you have a very heavy invest- 
ment in an amalgamation of three originally bankrupt rail- 
ways, and a lot of lines with rather light Lraliie, if -you 
put your rates high enough to allow that railway to make a 
return on all its capital, then we consider the rate would 
pe "too. ren; 

Q. But as a matter ef principle, assuming that you 
could take out of the Canadian National investment all 
those things that perhaps you might consider to be in the 
category you speak of -- whatever happened to the fixed 


charges of the Canadian National, that is a subject that I 
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am not concerned with -- would you not agree that the equity 
capital in the Canadian National should be allowed to earn 

a return? I am not discussing with you what the equity 
capital should be, but what is found to be the equity capital 
of the Canadian National should be allowed toearn a return? 

A. Well, yes, I do not see why it should not be 
allowed ito earn some return, but it is a question of -- I 
was really thinking in terms of the return on the entire 
investment value or property value in the railway at that 
time. 

Q. I am assuming that we have got past the stage where 
you have readjusted the capital structure, you have reduced 
the debt capital, and you have transferred the amount of the 
reduction in the debt capital to the equity capital branch. 
Now, I am merely suggesting to you that it would be proper -- 
and I thought you had agreed -- for the Canadian National to 
be allowed to earn a reasonable return on equity capital as 
well as debt capital? 

A. Well, that would depend upon the proportions, be- 
cause if you had a reasonable return on equity capital and 
a reasonable return on debt capital, that might be an ex- 
cessive total earnings, or it might result in a rate struc- 
ture too high. 

Q. Then I gather that you do not measure the rate 
structure at all by the necessities of making a return on 
the railway investment, but by some other process which in- 
volves giving secondary consideration to the investment in 
railway property? 

A. No; I think that the measuring rod or bench mark 
_ Should probably still be with the C.P.R. Now, if you want 
to say that the C.P.R. should earn a reasonable return on 
its investment, all right. Then the C.N.R., based on that, 


likely would be able to earn the interest on its fixed 
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charges, and it might sometimes get something on equity 
capital. That is what we had in mind, as a matter of fact, 
in this. 

Q. Perhaps you will agree with me this way, that if 
you reduced the fixed charges of the Canadian National to 
a sufficiently low level without permitting it to earn a 
return on its equity capital, you might force the Canadian 
Pacific out of business, might you not? 

A. Well, I understand that the C.P.R. has raised that 
point, and I see their point, very true, too, and we would 
not be in favour of that, I believe, putting rates to such 
a point that it would drive the C.P.R. out of business. 

Q. Now, talking about the Canadian Pacific, you made 
a reply to Mr. Covert that I thought perhaps I should ask 
you a question or two about. Yourather suggested that the 
ten per cent paid by the Canadian Pacific on its stock was 
of the nature of a gold mine profit; I would like to pursue 
that with you for a moment. I suppose you would agree with 
me to this extent, that if the amount of the stock were not 
the equivalent of the equity capital, or was rather less 
than the equity capital investment, that would have a 
bearing on whether the matter of ten per cent or seven per 
cent was proper? 

A. In other words, you might say the equity invest- 
ment had gone up, the share capital par had remained the 
same, 

ie Pes, 

A. And so therefore it would look all right. The 
ten per cent -- no, the only thing is this, that you might 
say ., well, why did the investment or equity stock go up? 
It has gone up because after paying ten per cent on the par 
value they must have been able to reserve enough to keep 


plowing back, so the equity capital kept on increasing. 
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In other words, the real return was far greater than ten 


per cent; it must have been, or else the figures would not 


show that. 


(Page 7710 follows) 
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Q. Well I suggest to you that the rate of return 
of the Canadian Pacific investment has never been as 
high as 106? 

Pu WELL. Oreste interesting too because at noon 
I took my mechine and ren over your brief and I think 
the average rate of return on common stock has been 5,4 
for sixty years. 

Q. I am trying to make a distinction with you now 
between the amount of common stock and the smount of 
investment on railway property? 

A. Then there is the average Sane uvurn. ion 
railway property-it runs sbout 4%,I believe, 

Q. It does not run that, no, Your brief shows it 
to Neve run as high 9s 34, 

A, It should be ebout 3 1/2¢ I think. 

Q. All I am saying to you is really all you have to 
do to test the propriety of the dividends is to 
test it in relationto the seamount of property and not on 
the stock, Isn't thet fair? 

Ay Lt is feir in a way and yet if you keep on 
increasing the value of investments to a much greater 
extent than the new share capital brought in from the 
public, then you sre really getting two returns on your 
investment. You sere getting the percentage return that 
shows on your books and over 3 period of years capital 
depreciation which I suspect in the case of the C.P.R. 
might have been considerable, 

Q. What I am suggesting to you is this, that if 
you had $100 of share capitsl and instead of paying in 
dividends you invested all your net earnings in the property 
and you came out with $200 investment and $100 worth of 
Stock, would you not measure the proportion on the dividend 


paid on the stock by reference to that $200 of investment? 
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We. AL You didnot pay your dividends, you say, 
end put them back in end increased your investment to 
$200? 

Q. Yes, what divrarence does it make if they pay 
it. out in dividends sand then buy some more stock? Isn't 
it the same thing? It seems to me a mathematical truism? 

A. May I ask you this question to straighten my 
mind out? The’ C.P.R. investment today which is very 
large, is that mainly based or all based on this sale of 
stock to the public plus what they borrow? 

Q Oh no, the investment is much higher. 

A. It has come from the reinvestment of earnings? 

Q@. Yes. 

A. That is what I am Crying iGo. cee fat. 

Q. Yes, and premiums on the securities sold? 

A, In other words, the 3% per annum earnings on the 
property value of the stock ig really only a part of the 
earnings originally, because in addition to that it had 
@ capitel depreciation? 

Q. Yes, 

A. I don't know what thet would begine doubt Tt 
would be very large. 

Q. There is only one question I would like to ask 
you about thet, I understood you to say you had some 
experience in enterprise, and I was wondering whether 
you did not also agree that the question as to the pro- 
priety of the emount of dividends paid might well involve 
looking at the market for money and the ability of the 
enterprise to sell its securities in the market? 

Ae Yes’ that ts true. 

Q. So if I suggest to you it is not quite proper to 
condemn a rate of dividend or to suggest a rate of dividend 


without bearing in mind the ability to attract the capital 
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that is required in the enterprise, you would agree with 
thet, wouldn't you? 

A. Yes. Of course what I meant before was over 
a one, period of ‘time the 0.P.R «hes been quite able 
to attract capital? 

Q. You have no views 9s to its ability today? 

A, You may have odd periods in history when you 
cannot attract capital. Fermers cannot attract capital 
two years out of three, 

Q» Now then, I think I have got one more question, 
You meade what to me, with respect, was a very surprising 
statement, which I wanted to ask you about. You suggest- 
ed that you hed I think,made some preliminary investig- 
ations into the efficiency and use of materials 

by the railways, and I was wondering if you 
looked at the exhibits in the 20% which Shows the amount 
of materials and labour expended in maintensnce by the 
Cenadian Pacific over a period of years. Did you exemine 
those? 

Deus Nota in teratl : 

Q. Would you be surprised (end you can check me ; 

I am not asking you to accept my word) would you be surprised 
to learn that the expenditure on both labour and materials 
had declined in relation to the volume of traffic over 

many years? 

A. Expenditure of materials hed declined in relation- 
Ship to volume of traffic? 

Q. Both labour and materials, Toking it to a. real 
value basis that the physical volume of labour and materials 
has declined, 

A, You said value e minute ago. 

@. Well, real value, 


A. It would be equivalent to physical? 
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Q. Yes, 

A. I fully expect thet in fect if labour had not 
been able to hendle more goods physically, then something 
Was radically wrong with the rates of wages, so I presume 
that that is correct, It is a question of the rate of 
chenge, Supposing labour had been handling 1% more per 
ennum of freight, that does not lessen the trend of wage 
rates, does it? 

Q. Well, I am not attempting to justify it, 

A. Whet I am getting See be so eommet thon of rates 
crenm-interested nie it presume the railway's labour 
perticulerly is definitely handling more freight per man 
hour then what they have been doing in the past. That is 
true but that does not prove thet the rate of increase 
in efficiency warrants the present increase in wage 
rates over a period of time. 

Q. I do not recall having put that to you but whet 
I was putting boryou Dr. "Hopes Tsthisso = put it down 
in my notes that you de 1t withthe number of ties laid per 
man hsur and also the general term "use of materials in 
maintenance", and I was wondering since you were interested 
in thet subject, whether you had not thought it desirable 
that you should look at the exhibits which were filed by 
the Canadian Pacific, which showed the physical volume of 
labour and materials employed in maintenance over a long 
period of years? 

A, I’am sorry that-I did not do it. I was very 
pressed; if I hsd had some time nothing would have suited 
me better than to look into it. I did not heve a chance, 

Q. I just respectfully draw your attention to that. 
Now then on one more point. You made one statement thet 
I thought was rether surprising too. I took it down this 


wey, thet the farmers might, with san increase of 5¢ a 
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bushel in the freight rate on grain, turn to livestock 
and butter. Wes that correctly taken from your evidence 
this morning? 

fig.) COB s 

Q. Now then, did TI understand you to say that if 
they turned to livestock and butter they would have no 
market? 

A. Well, put it this way, The market for animal 
products is more confined to the domestic market than 
Brain, Tale. tor instance, wheat, The export merket for 
whest is probably better over @ period of years then the 
export market for pbecon or for fresh eggs or for some 
other products, and as far as Eestern Canada is concerned, 
if we were flooded with bacon, eggs, dairy products form 
the West, where could we sell it? We could not export 
Lo at e.prori te . 

Q.- I would not argue that with you; I was merely 
asking you and going on to ask you would you suggest that 
the farmer should turn to a market that had no profit and 
abendon a market thet had a profit? 

A. Likely the first resction would Devthet.. ihe 
was going to get sa low price for his grain, likely he 
would look for some other evenue and if things are un- 
balanced as they are today, or in disequilibrium he would 
Switch into some other field. 

Q. He would swing into something that had no market? 

A. He would not know that. That is the wey with 
farmers. They just see the price, end fo fright sfter 45; 
It is not e question of figuring out in his kitchen whether 
Caneda can sell bacon to Britain; he just sees the present 
price of hogs end goes into it. 

r Q. Wouldn't you do that? 
A. The Government likes to do that; we don't do that. 
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Q. There is one question here under the question 
of "Other Income". Let me put this to you. Your group 
thinks it proper that the Other Income eernings of the 
Canadien Pacific should be taken into account in fixing 
freight rates. Let us Suppose that @ farmer has a store 
or if he owns say some bonds. Would you sey his farm 
income could be lowered by taking into eccount the earnings 
from his store or his bonds - eccumulated savings? 

A. I would not say thet but I would say this, that 
if under any legisletion if the Governemnt felt that the 
farmers had a lot of bonds or a lot of earnings from other 
outside sources, they would be much more likely to lower 
the price floors knowing he had some other source of income 
to let him get by. 

MR. COVERT: Mr, Chairman, we ere going to have to 
ask Dr. Hope to stand down for a bit until the next brief 
comes on, due to aerrengements we mede with 3s reporter to 


take it down in French, 
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be included in volume 41, Wednesday, 


November 9th. 
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MR. COVERT: Mr. Chairman, you will recall 
that Dr. Hope was on the stand. 

THE CHAIRMAN: Yes, and he is not through yet. 

MR. COVERT: Mr. O'Donnell tells me that he will 
take only about three or four minutes, which would prevent 
Dr. Hope having to come back in the morning for three or 
four minutes' examination. 

THE CHAIRMAN: Let us go on to 5 o'clock, then, 
how would that do? 

MR. O'DONNELL: I have only three or four 
minutes, Mr. Chairman. 

DR. E. C. HOPE, recalled: 
CROSS -EXAMINED BY MR. O'DONNELL: 

ge wre nope, you have a proposal that there should 
be a continuing tribunal to go into the matter of co- 
operation between the Canadian National and the Canadian 
Pacir le. 

Why isn't the present arrangement, whereby 
such matters are reported each year to Parliament, 
Busticient ? 

As I remember, you wanted the Crow's Nest Pass 
rates to remain within the control of Parliament, and 
you wished to report directly to Parliament. 

Why would not the same arrangement be satis- 
factory, concerning co-operative matters which are taken 
care of through a report to Parliament each year? 

Parliament has its railway committees available 
today. Why would you suggest a change? 

A. Uhe suggestion’ I had in mind: was" that it would 
be betters Leteme put it this way. First-of’ali, the 
past method has not been very effective. That is the 
first thing. 


QQ, Yes? 


q 8 ’ <_ A 7 
cho ee : P i pal =e iy 
Noahs au eure eet wy J its “~ y 7 7iey in- y i MY ~etoa?d. > 


’ , F Poe a ; a, 
. \ Veal Pene at Regme te 
‘ : a . A" 
: J 
¢ Pit 3 oa P a sd es me 
4 ax a Neda 4 seater p - 
y 5 ii an 
a wh, i Het) : . | o. 4 
tase rt «Sure * gear. at ian A cae oe a? 
, a We ; = c vob Phd . A xa BRS ny Fi 7 
i & r eg 
v i > i] 
' } - th ‘ Ni 7 
ee a 
4 as A ee 4 m od =e f 
t - t , ; Of) ' Dares We 
fh 
F Ue at - fe zs ios vie || a if. ie : r . Pree ooh Dale ue ‘ ae 
¥ oy eat al | L Piety try: = : bene oe z ow (Pot Ao Ca iT SOG ae 
vy om cy (oe 
bp P “4 » 9 


bingt 


- 7781 = Dr. Hope, cr-ex 


A. Therefore, some change is necessary. And we 
tried to find what we thought would be an improvement, 
namely, an independent body, making an investigation 
itself, and Suggesting to the railways what to do, rather 
than the railways investigating Bt; end wit being remembered 
that both railways, of course, have their interests to 
consider, 


Q. Why are not the facilities that Parliament provides 


eb) 


nd particularly the use of the Railway Committee, which 
was the committee that considered that type of thing in 
1938, and went into it in very full detail, why would not 
that suffice? 
A. Railway committees would not be bodies of con- 
tinuous research. 
THE CHAIRMAN: [I thought the Department of 
Transport had facilities for Study and investigation. 
MR. O'DONNELL: Yes. There are a number of 
government bodies that are available. 
THE CHAIRMAN: Q. Had you thought of that? 
A. No. We had not thought of that, Suryv Rueda: trues 


Q. 


7 


We have such e@ department. 

A. If a body like that would take upon itself the 
task, with competent starr built up over a time -- anda 
that is one of the first difficulties, getting a competent 
staff -- they would have to draw upon the railways them- 
selves to get such a staff. 

MR. O'DONNELL: Q. That is where the Department 
of Transport might come in. It is available for the use 
and advice of Parliament, and of the Railway Committee, 

A. So far, no body, such as the Transport Board, has 
done anything about it. 

THE CHAIRMAN: Q. Are you sure of that? 


A. The Department of Transport. 
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MR. O'DONNELL: 9%. ‘There is a Department of 
Transport and there is a Board of Transport Commissioners, 
ae T¥Yese 

Q. The Department of Transport is the sovernment 
body which has technical officers, and which is in the 
position to make the most detailed study. It is under 
the direct control of Parliament; and with the AOt, Cag pe 
Stands at the present time, these railways must report 
each year to Parliament, when the Railway Committee can 
go into matters in the fullest detail. 

A. It is the Canadian National which reports only 
to Parliament. 

Q. Yes. But the matter of co-operation has to be 
reported there each year; and you know that that Subject 
waS considered by the Senate committee on railways in 
1939. 

A’ i Yea, 

2. And you know that they said, at that time: 

"Your committee sees no reason why duplicate 

Services and duplicate facilities could not be 

deal tiwith effectively by co-operation, and it is 

not considered advisable to modify the terms of the 

Canadian National-Canadian Pacific Act 1033, except 

as regards dismissal compensation for employees, 

until the possibilities of the present Act have been 
more thoroughly ascertained." 
That was the recommendation at that time. 

Ale Yess 

Q. Don't you think that equally detailed studies 
could be made each year, if necessary, by Parliament? 

A. Not by Parliament, no. You cannot ask Parliament 
to make the studies. 


Q. Or by a committee of Parliament. It has the 
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Senate, or the Commons Railway Committees, it doesn't 
matter which. 

A. AT You nad 2 continuing body, which was a 
division of the Transport Board or &@ division of the Board 
of Transport Commissioners, I do not Suppose the farmers 
of Canada are particularly interested in who will GO Its 
But as long as it is done, and done continuously -- because 
we feel that, so far}; it “has not worked. 

Q. | Yes. 

A. Now then, that may not be the best way os do 1%, 

2. During the war, you know, the railways were busy 
doing other things. 

A. That is more argument for an independent body to 
Goat. 

Q. If the matter could be turned over to the 
Department of Transport for such a continuing control and 
Survey, would it be in keeping with what you have in mind? 

THE CHAIRMAN: Are you quite sure the Department 
of Transport does not acknowledge a certain responsibility 
now? 

MR. O'DONNELL: I think so. 

THE CHAIRMAN: Q. You see, there is a responsible 
Minister of Transport in the House. 

A. They may, but I don't think we have found any 
Studies. 

Q. You do not know if they are active. You do not 
necessarily wish another board to be created, so long as 
somebody, who is responsible and competent, does it? 

A. That is right. It is quite probable that the 
Transport Ministry felt that the Canadian Paciric Act 
was sufficient and that everything was already running 
smoothly along. 


@. But the question is whether that Act has been 
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carried out. If we have to report what has been done 
under the Act, and what have Veen ste réesnlts -. 

MR. O'DONNELL: Q. I wondered why, under the 
Grain Act, you were quite content that the matter should 
be lett wien Parliament, but in the case where co- 
operation had to be Surveyed, you wanted some other body? 

THE CHAIRMAN: I do not think there is comparison 
between those two things. Here the statute CALs Lorry tS 
to be worked out; things being done, and reports being 
made; and Dr. Hope's desire is that some body teke an 
active interest in Seeing that that Act is carried Gti tas 

Len uSt Suggesting that, since we have a 
ministry, the Department of Transport, with all that that 
opt Lem that perhaps that is where we Should look to see 
if the Act is properly observed. They have a responsible 
Minister, responsible to the House of Commons. 

MR. O'DONNELL: Q. This morning I think you 
said that your understanding was that Sir Henry Thornton 
had said that there would be a Saving of $50 million a 
year resulting from co-operative measures. Am I correct 
in that? 

Be No. Ii think I said this: ‘that in our brief we 
Said estimates as high as $56 million a year were made of 
the possible savings; and I remember Sir Henry Thornton 
Said that the co-operative method would bring as great 
Savings as could be brought about by joint management. 

Q. I think all you have in mind is -- undoubtedly 
you read this Senate report, and the $56 million figure 
which is mentioned there. But that was one of the figures 
for savings which, it was Suggested, would result from 
unification of the two railways. But so far as co- 


c operation is concerned, the report said: 
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your committee explored as thoroughly as 
possible the alternative of co-operation. It was 
contended by officials of the National Railways that 
all savings practical of attainment could be secured 
under a policy of enforced co-operation with respect 
to.which it was held that savings of from $10 million 
to $15 million might be effected, even under present 
depressed condition of railway transport. | 
I thought you were confusing the two figures, 
the one suggesting possible savings resulting from unifi- 
cCacLon, and -the other, mentioning possible savings from 
co-operation. 

A. No. I do not want to leave the impression that 
$56 million was what Sir Henry Thornton thought. But there 
is one interesting statement there "enforced co-operation", 
Puls “NOC mie the viet, 

2. You mentioned man hours for the laying of ties. 
You do not have any Canadian National figures concerning 
that? 

A. Those figures were taken from the same railway 
report of all railways in Canada. 

Q. But the Canadian National does not report or keep 
figures of that kind, not on the man hours for laying ties. 

Thank you, Dr. Hope. 
THE CHAIRMAN: All right, thank you. 
=-~~The witness retirdd. 


---At 5 p.m. the Commission adjourned: until, 10.304... , 
Wednesday, November 9, 19409, 
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ROYAL COMMISSION ON TRANSPORTATION 
ee RAND PORLALION 


Ottawa, Ontario, 


Wednesday,November 9,1949 


THE CHAIRMAN: Very well, Mr. Covert. 

MR. COVERT: Mr. Chairman, the first submission 
is that of the Canadian Electrical Manufacturers Associa- 
tion. Mr. F. R. Hume is acting as counsel. 


MR. HUME: I will call mr. Simpson. 
BRUCE NAPIER SIMPSON, called 


EXAMINATION BY MR. HUME: 


Q. You are Mr. B. N. Simpson? 
A. yes. 


THE CHAIRMAN: Pardon me; what are the initials? 
MR. HUME: B.N. Simpson. 
Q. Mr. Simpson, you are the general manager of the 
Canadian Electrical Manufacturers Association? 
A. That is correct. 
Q. Would you be good enough to tell the Commission 
what the Association is, just some little word or two 
about it. 
Bey The Association consists of 123 member companies 
all engaged in the electrical manufacturing business, 
and represents about 90 per cent of the dollar output in 
that category in the dominion. According to the Dominion 
Bureau of Statistics last year the Output of the industry 
was $426 million, and is estimated at about $475 million 
this year. The number of people directly employed in 
the industry last year was 53,000. As a basis for 


comparison, I might say that the automobile industry last 
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year employed less people, and its output was only about 
$320 million, so it is considerably greater than that. 
I think that will probably give you some idea, itis 


listed as being the fifth industry in Canada. 


Q. You have a brief for submission to the Commission? 
A. Yes, we have. 

Traffic 
Q. I understand Mr. L. M. Reilly, chairman of your/ 


Committee,is the one who will be ready to answer any 
questions on the brief. Is that correct? 

A. I would suggest that Mr. Reilly might answer 
them. He is more familiar with the details of the brief 
than I am personally. 

MR. HUME: Then I shall ask Mp. Reilly to take 


the stand. 


LEQ M. REILLY, called 


EXAMINATION BY MR. HUME: 

Q. Mr. Reilly, you are chairman of the Traffic 
Committee of the Canadian Electrical Manufacturers 
Association; is that correct? 

A. THaL*is “truey 

MR. HUME: I was going to suggest that the 
Submission be taken as read, but I understand some of the 
provincial counsel have not seen it, and I suppose in that 
case I should ask Mr. Reilly if he will read it. 

MR. FRAWLEY: I would not like to impose that 
extra delay on the Commission. 

THE CHAIRMAN: It is not a long brief. 

MR. FRAWLEY: Very well. 

THE WITNESS: The brief is dated at Toronto, 


October 7, 1949, and is addressed to the Assistant 
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Secretary of the Royal Commission. 

Arising out of the correspondence we have had 
with you since we sent to your Commission a copy of our 
Submission of August 8th to the Board of Transport 
Commissioners for Canada in respect to mixed carload 
Shipments, we now desire to present the following brief 
in this connection, to the Royal Commission on Trans- 
portation for consideration. 

Sections 1 and 2 of Rule 10 of Canadian Freight 
Classification No. 19 impose distinctly different con- 
ditions for qualification for application of carload 
rates on mixed carload shipments: 

(a) moving between points to Eastern Canada. 

I wonder if I might digress for a moment. The 
draftsmanship of the brief as presented is a little faulty. 
It appears from the brief as if there were four sets of 
conditions, and actually, of course, there are only two. 
It is movements between points in Eastern Candda on the 
one hand and movements between points in Western Canada, 
and moving from points in Eastern Canada to points in 
Western Canada and vice versa on the other. 

The condition set out in Section 1 which governs 
movements between points in the east is merely that the 
carload rate applicable will be the carload rate provided 
for the highest classed or rated article included in the 
mixed carload shipment. 

To qualify for application of a carload rate 
under Section 2 of this rule which governs all movements, 
except those between points in Eastern Canada, a mixed 
carload shipment may include only articles for which 
carload ratings are provided in the Freight Classification 
under one distinctive heading as: Chemicals, Dpugs or 


Medicines; Dry Goods; Electrical Appliances and Supplies; 


“apetdoyssryo: 
) Cue nee ave: a 
query ie ripe ae Nes igus 


we : =A Ae 


“Pay saan ‘enieeio Satria 


ee 
Six. wiih 5 


‘on ’ 
“ 


tte at wen ow , ina 8 
AF os noise eal sa a 


7 “ 
<A 


4 se 
hovebteade ade 
‘ ‘ 7 - 


ie Cena 4 nee 


2% 


filed 


43 ti bate anbee ‘eis 


“r= 


ye OM bait ciel ‘eer! 


gu vert Bile. ‘ a 
nee mu 


a 
rio & oW) ‘i 


wy 


; neewd od amet 
A, ‘a 
Cone hag see: + baal . 


A 


a ¥o Hoda vt Lepips a winced, 9 
r) ba ro : 
tir te bat rove | ee ite kc tars ai nal ne €! 
SRE OG, ite fr sends 


» sbeifas Feed es 


- 7789 - Mr. Reilly 


Groceries; Hardware, etc. Under such conditions the 
highest rate or rating provided for any of the articles 
included in the mixed carload Shipment, applies. 

A great many darikad ratings are provided for 
articles which are not classified under any distinctive 
heading in the Freight Classification and in relation to 
the movement of mixed carload Shipments between points 
in Eastern Canada this circumstance has no Significance. 
There is, however, no provision for the inclusion in 
mixed carload shipments in movements governed by 
Section 2 of Rule 10, of articles which may be provided 
with carload ratings under the ordinary alphabetical 
progression in the Freight Classification and not under 
any distinctive heading. 

The disparity as between the treatment extended 
to mixed carload shipments between points in the east on the 
one hand and from points in the east to points in the west 
and vice versa and between points in the west on the 
other hand was originally legalized as a measure of 
protection to western wholesalers against the possibility 
of retailers bypassing wholesalers and buying directly 
from eastern manufeturers for direct shipment to the 
retailer in mixed carloads. In other words, it was 
realized that some retailers could handle single ship- 
ments of sufficient mixed lines of merchandise to con- 
stitute a carload shipment but that the possibility of 
a retailer being able to handle a single carload ship- 
ment of any one line of merchandise was so remote as, under 
this Rule, to ensure to the wholesaler a virtual monopoly 
in the movement at carload rates from Eastern producing 
centres to his location of the particular kind of mer- 
chandise in which he dealt. At the time of inception 


of this rule the western wholesalers were successful 
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in establishing their claim that in consideration of 
conditions then existing in Western Canada such procedure 
was in the public interest. 

Consequent upon fhe growth of the population 
of Western Canada the demand for certain lines of mer- 
chandise has in the interval developed to such propor- 
tions as to enable pool car operators to arrange regularly 
Scheduled movements from points in the East to points 
in Western Canada and as a result of such development it 
1s very difficult to understand why Section 2 of Rule 10 
could be said to retain any element of protection to a 
western wholesaler who carries Stocks of the lines of 
merchandise involved at the points to which the pool car 
Operator furnishes service. 

For instance, there is at least one departure a 
week and in some cases as many as three or four departures 
a week from Toronto of 5th class hardware pool cars 
destined to Winnipeg, Regina, Saskatoon, Edmonton, Calgary, 
Lethbridge and Vancouver. To the same points with the 
exception, of Lethbridge, Alberta, there is comparable 
4th class Grocery pool car service with a 5th class 
grocery pool car service to Vinnipeg. To all the western 
points named except Lethbridge there is a regularly 
Scheduled pool car service from Toronto on Electrical 
Appliances and Supplies classified 4th and lower. Ath 
and 5th class paper cars for Winnipeg, Calgary and 
Edmonton are regularly scheduled from Toronto. There 
is a 3rd class drug pool car service to Winnipeg, Calgary 
and Vancouver. In addition there is service to Vannipeg, 
Calgary, Edmonton and Vancouver for boots and shoes and 
to the principal distributing centres in Western Canada on 
furniture classifying at 4th and lower. There is also 


an irregular service on radio receiving sets. 
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It will be seen that any advantage accruing to 
a wholesaler, doing business in any of the lines mentioned 
at the points Served, by virtue Of ‘Séeetion 2 of Rule Oo 
would be represented in the very nominal service charge 
Oof- the Pool Car Company and then only when the wholesaler 
ordered not less than a carload quantity for shipment to 
one location. In view of the improvement in rail time 
Schedules, the development of highway transportation, 
and the consequent improvement in facilities Lor ihe 
ventory control and improvement of capital turnover such 
Occasions would be uncommon. 
Under “open" mixing as set out in Section 1 of 

Rule 10 the free movement of goods from East to the West 
could be further facilitated by pool car operators and 
Other shippers without harmful effect to western whole- 
Salers but presumably to the advantage of such people by 
the means outlined hereunder. 

The movement of 3rd class cars, which is at 

present restricted to Drugs, to three distributing 

points could be developed to serve more distri- 

buting points by the inclusion of other lines of 

merchandise provided for at 3rd class in carload 

lots to the benefit of drug wholesalers located 

at other Western Canadian distributing points as 

well as the general Shipping public at such other 

points. 

By the inclusion of other tonnage subject to 4th 

class carload rating, the number of distributing 

points served by 4th class Grocery pool cars 

could be expanded. 

By the assembly of articles classified under the 

Machinery Distinctive Heading at 5th class and 6th 


class in mixed cars with articles of the same 
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classification classified under the Electrical 

Appliances and Supplies and other distinctive 

headings more frequent departures could be arranged, 

or lower freight costs would be incurred to the 

points now served and a greater number of destinations 

could be directly served. 

Articles which at the present time can only move at 

carload rates in Straight carload quantities by 

reason of the fact that they are not classified 
under any Distinctive Heading or are provided for 
under a Distinctive Heading at a carload rating 
which exceeds the average carload rating provided 
under such Distinctive Heading, thus constituting 
resistance against accumulation of sufficient 
appropriate tonnage to equal the carload minimum 
weight, could be combined with other articles pro- 
vided for at the same rating for movement in 

mixed carloads at carlead rates. 

The adoption of uniform open mixing as outlined 
in Sectian 1 of Rule 10 would curtail or eliminete such 
wasteful procedures as: 

(a) The movement by less than carload rail service 
or highway transport of individual consign- 
ments from the carload distributing point to 
the final destination which involves delay and 
additional expense. 

(b) The accumulation of large inventories by both 
the shipper and the consignee in attainment of 
the carload minimum requirement for certain 
lines of merchandise thus necessitating un- 


productive employment of capital. 


(Page 7794 follows) 
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It will be seen that despite the artificial 
barrier represented in Section 2 of Rule 10, that in res- 
pect to the movement of lines of merchandise aggregating 
any appreciable tonnage, this Rule fails to provide a 
means by which the Western wholesaler can exercise cone- 
trol of carload movements of his particular commodity 
to the more important Western centres. 

It will also be obvious that with further in- 
creases in population in Western Canada will come increased 
demands for merchandise which will Support further devel - 
opments in the pool car industry even in lines of mer- 
chandise which are not classified under any Distinctive 
Heading so that any virtue remaining in the Rule from 
the standpoint of its original conception will continue to 
diminish concurrent with the development stages of Western 
Canada until its effectiveness will have been totally dissi- 
pated. 

It is also our submission that the subject Rule is 
at this time contrary to the provisions of Section 322 
of the Reilway Act under which the Board af Transport 
Commissioners for Canada is directed to endeavour to have 
the Freight Classification made uniform throughout Canada, 
as far as may be, having due regard to all proper interests. 
We believe it will be agreed that we have established the 
current invalidity of the considerations which originally 
influenced the Board of Transport Commissioners to legalize 
this Rule and that uniform application of Section 1 of Rule 
10 would now be in the public interest. 

It is our further submission that Section 2 of 
Rule 10 is under present day conditions in Western Canada 
unjust and unreasonable and should be disallowed by the 
Board under Section 325 of the Railway Act. It is our be- 


lief that the development of Western Canada since the early 
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part of this century has been such as to constitute at 
this tite a very decided challenge to the justice and 
reasonableness of a Rule designed as a measure of pro- 
tection to special interests, conditions and circum- 
stances in both parts of the country being, as they are 
at present, substantially similar, 

The Board of Transport Commissioners has been 
asked to consider the existing difference between the 
respective positions of a merchant in Moncton, New 
Brunswick and a merchant in Moose Jaw, Saskatchewan -- 
the population of both commodities being roughly 
comparable == both of which merchants may desire to ar- 
range for moveltent from Toronto to their respective 
locations of a mixed carload shipment comprising the 


following articles: 


Classification 

Less than Car- 
Commodity Weight Carload Load. 
Motorcycles 3,000 1 3 
Carpets 3,000 1 3 
Automobile tires 7,000 1 3 
Chemicals,drugs and 2,000 1 C 
medicines 
Incandescent and fluor- 3,500 13 3 
escent lamps 
Radio receiving sets 3,500 13 3 
Fluorescent lighting ‘ 3 


fixture 2,000 
24,000 Ibs. 


Such a@ mixed carload shipment would move from Toronto to 
Moncton at the actual weight of 24,000 lbs. at the 3rd 
class rate of $1.05 or a total charge of $252,00 which 
would be @ reduction of 34% of the less than carload 
basis on 17,000 lbs. at the first class rate of $1.39 

or $236.30 and on 7,000 lbs. at 14 times the first class 


rate or $2.09 or $146.30 or a total of $382.60. 
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For movement from Toronto to Moose Jaw such a 
consignment would be billed at the less than carload basis 
of 17,000 lbs. at the first class rate of $4.46 or $758.20 
and 7,000 lbs. at 13 times the first class rate or 
$6.69 or $468.30 or a total of $1,226.50 which is approxi- 
mately 171% of the amount of the freight charges which would 
accrue under uniform application of Section 1 of Rule 10 
namely, 24,000 lbs. at the 3rd class rate of $2.99 or 
$717 .60. 

It is true that for the movement from Toronto to 
Moose Jaw the total amount of $1,226.50 freight charges 
need not necessarily be incurred, If it suited his pur- 
poses, the Moose Jaw merchant could arrange for shipment 
in appropriate pool cars to Winnipeg of the automobile tires 
and the chemicals, drugs and medicines, for movement from 
Winnipeg at less than carla rates. For the movement of 
the balance of the articles from Toronto to Moose Jaw, 
however, there would be no means of reduction of the 
less than carload basis as no appropriate pool car service 
is available. 

In general, we submit that Section 2 of Rule 10 
1.2'5 (a) not essential under existing conditions and cir- 
cumstances to the interests on behalf of which it was 
originally written, (b) contrary to the provisions of 
Section 322 of the Railway Act and (c) unjust and unreason-~ 
able, and should therefore be disallowed by the Board of 
Transport Commissioners under Section 325 of the Railway 
AEG. 

Your Commission is accordingly respectfully re- 
quested to give consideration to the matter of uniform 
application of Section 1 of Rule 10 of Canadian Freight 


Classification No.19. 
As requested by you in your letter of October lst, 
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we have sent you under separate cover fifteen copies of 
this brief. 

As stated at the beginning of this letter a 
Similar submission was made on August 8th to the Board 
of Transport Commissioners for Canada ana copies of this 
August 8th submission have already been sent to: 

Mie. F. Smth, Chairman, Canadian Freight 
Association; 

Mr. L, J. Knowles, Freight Traffic Méenager, 
Canadian National Railways; 

Mr, H. W. Gillis, Freight Traffic Manager, Cana- 
dian Pacific Railways. 


Yours very truly, 


B. Napier Simpson, 


General Manager. 
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MR HUME: Thank you, Mr. Reilly. 

MR COVERT: Mr, Chairman, I thought »erhaps I 
Should call the attention of the witness and of the Com- 
mission to the fact that in the C.N.R. brief which has been 
filed, at page 192, the Canadian National Railways states 
that it is in favour of a uniform mixing rule for general 
application throughout Canada, and they urge that the rule 
should be Substantially, I think practically identically as 
it is in section 1 of rule 10 of the present classification; 
and in the Canadian Pacific brief in Part II, on the first 
page in the apoendix, the C.P.R. states that it has no 
objection to the establishment of uniform mixing privileges 
throughout Canada, and I think they do gO On to say that 
there is full bower now under the Railway Act for the matter 
to be heard by the B.T.C., and that the parties in the west 
apparently have been unable to agree on the uniform mixing 
privilege and that it is 4 matter essentially for the B.T.c, 
to hear the complaint and determine the matter. 

We have had many submissions to us dealing with this 
mixing privilege, and apparently both the railways say that 
they are in favour of a uniform mixing privilege. 

I do not think that under the circumstances I need 
add any more or ask any questions. 

THE CHAIRMAN: Well, Mr, Covert, was not this question 
Submitted to the Board last August? 

MR COVERT: Yes, 

THE CHAIRMAN: Then who Opposed the apvlication last 
August? 

MR COVERT: My understanding is that perhaps it has 
not been heard yet. Is that right? 

Q. Has this application that was Submittec on August 8th 
to the Board of Transport Commissioners been heare yet? 
A. No. 
THE CHAIRMAN: Oh, I see. 
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-THE WITNESS: It is to come up at the general 
freight rates investigation. 

THE CHAIRMAN: 9. It came up what? 

A. At the general freight rates investigation which 
the Board has been asked--- 

MR COVERT: He said that it is to come Up. 

THE CHAIRMAN: Now, on page 2, Mr. Covert, I notice 
in the last paragraph on that page it is saic that the system 
of handling these goods was Originally legalized as a measure 
of protection to western wholesalers against the possibility 
of retailers bypassing wholesalers and buying directly from 
eastern manufacturers. Is that statement accurate? Perhaps 
Mr. Hume could answer that. 

MR HUME: I am sorry, Mr. Chairman, I cannot answer 
tiie Te don" 6 knows! Wd Suggest maybe Mr. Reilly might be 
able to. 

THE WITNESS: That is the situation. As I under- 
Stand it, that was the original conception, 

MR O'DONNELL: I think, Mr. Chairman, you will 
remember that in Winnipeg there was quite some detailed 
discussion about the whole matter, and reference was given 
to the arrangements under which the rule had originally been 
established. That is all on the record. 

MR HUME: Does that conform to the statement to 
which the Chairman is referring, that it was instituted for 
the protection of the wholesaler? 

MR O'DONNELL: Generally speaking, my memory is that 
it was suggested that the wholesalers in Winnipeg particularly 
were the people who were most interested in the rule as 
originally established. 

MR FRAWLEY: Exclusively, I think you might say. 

MR O'DONNELL: I do not intend to say exactly what 


is on the record, but there is quite some detailed informa- 
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tion. 

THE CHAIRMAN: Well, according to the wording of 
this submission, we are told that the rule was originally 
legalized so as to prevent retailers buying directly from 
manufacturers; is that right? 

MR O'DONNELL: I do not think that is exactly the 
way it was done, as I remember. As I remember it, the 
matter was submitted to the Board of Transport Commissioners 
or the then Commission, and conferences were arranged for 
between the interested parties, and the majority opvinionn 
was that the mixing rule in the west as it is now should 
prevail and that the mixing rule as it applied in the east 
would not be followed. It was a majority opinion of those 
who were interested, and the Board confirmed it. That is 
my memory of the matter, my lord. 

MR SINCLAIR: On the basis, I think it was put be- 
fore the Board also, Mr. Chairman, that the result of the 
present mixing rule resulted in a lower cost of goods to 
the over-all consumers in western Canada at the time. That 
is what they contended; whether the Board accepted that or 
not I do not know. Then again in the proceedings before 
this Commission when we were at Calgary you will recall 
that there were two or three people who came forward and 
Said that they wished to have the present mixing rule 
retained. 

MR FRAWLEY: Who were those, Mr, Sinclair? I re- 
call MacDonalds Consolidated in Edmonton. 

MR SINCLAIR: The Brock Company, and Louis Petrie 
Limited. 

MR FRAWLEY: Wholesalers. 

MR SINCLAIR: The position of the Canacian Pacific, 
my lord, is this, that we have no objection to a uniform 


mixing rule, but we recognize that there is a very strong 


5 ) =i ae + 
7 ip 1% Seats 
4 a 


be vail sti 
mo Fh 
r Aner 
he at AEE Beh 
‘ ae e 
ba taste 59 # piers gaan: ae 
me 4 
arti pik 
Steg a 


rl 


= (O0L = Mr. Reilly 


difference of opinion regarding whether there should be a 
uniform rule or not, among people who use the services, and 
all the Canadian Pacific say is that it is for them to pre- 
sent their views and the Board will under the statute have 

a uniform mixing rule, after taking into account all the 
proper interests. According to section 322, ‘The Board 
Shall endeavour to have such classification uniform through- 
out Canada as far as may be, having regard to all proper 


interests, " 


Now, this is an old, old dispute, and there 
has always been an awful lot of difference of Opinion, and 
the Canadian Pacific's position is that the people who use 
the service should get together before the Boardand get it 
settled. The railway does not care. 

MR COVERT: Mr. Frawley's objection to that, sir, 
would be that the consumer probably won't be revresented. 

MR FRAWLDY: That is right, that is right, Mr. 
Covert. 

MR COVERT: But I think the position has been 
clearly put before this Commission, all phases of it, Mr. 
Chairman. The particular part of the submission to which 
you refer, I suppose that might have been the intention in 
the mind of the wholesalers, but I doubt very much if 
there is any way of establishing whether or not that is 
correct. The point is that anyone who is opposing it, 
apparently in every instance it has been a wholesaler. My 
understanding is that there were three cases -- I have not 
that information with me right here, but I have collected 
the three cases that have said that the difference in the 
mixing rule should continue, and they were all wholesalers. 
If my memory serves me correctly, I think we heard them 
all either in Calgary or Edmonton. In Winnipeg 1, think 
there was an intimation there that of course they wanted 


it retained, and I think that has been the main fight to 
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retain the difference in the mixing privileges that has 
always come from the Winnipeg Board of Trade 

THE CHAIRMAN:Q.''e11, has the Board intimated in 
this particular case that it will consider this 45 lication 
along with its general investigation in the ecualization of 
freight rates? Have you been told that? 

ma.) Yes 4t has been accepted, my lord, az < metter for 
inquiry at the general freight rates investigation, 

MR O'DONNELL: My lord, the matter of the history 
of the rule concerning which you asked I think has already 
been recorded, but it will be found reported in Canadian 
Freight Association No.1342, volume 15, under the Board of 
Railway Commissioners for Canada General Order No.421, dated 
July 17, 1925. I think we referred to certain extracts from 
that report during the Sittings in Winnipeg, as a matter of 
EaCv. 

CROSS-EXAMINED BY MR FRAWLEY: 

Q. Mr. Reilly, you are the Traffic Manager of the 
Canadian Electrical Manufacturers! Association? 

A. The Chairman of the Traffic Committee, 

Q. Have you been a traffic officer for some years? 

A. I think this is my third term as Chairman. 

Q. Well, were you a traffic officer before that? 

A. Yes, yes, that is my work. 

Q. That is your work. How long have you been in that 
work, Mr. Reilly? 

A. Nearly thirty years. 

Q. Nearly thirty years? 


Aw Yes, 


Q. You are familiar, then, with the difference in the 
Operation of the mixing rule in eastern Canada and in western 


Canada? 


Ay. eves, sir. 
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Q. And you have told us that the mixing rule in 
western Canada is the same as works on the inter-territorial 
traffic also? 

X, Yess 

Q. Now, can you tell us something of how that parti- 
cular discrimination against western Canada came about, that 
there was a difference between eastern Canada and western 
Canada? 

A. Well, my understanding is exactly as it is expressed 
in; the brief,- that. it) was! a means of affording protection to 
wholesalers. 

Q. When was it put in, about how long ago? 

A. It seems to me it goes back before the end of the 
century. 

Q. Away back in the early days when the buffalo were 
roaming the plains of Alberta, I suppose, and Winnipeg was 
the principal distributing point west of the Great Lakes? 

A. Yes. 

Q. And practically the only distributing voint west of 
the Great Lakes? 

A. Yes. 

1 Now, under those circumstances there was this dis- 
tinction made, that eastern Canada should have one kind of 
mixing, namely, open mixing, and western Canada Should have 
a mixing rule which suited the purposes of those Vinnipeg 
wholesalers? 

A. That is my understanding. 

Q. That is about the fact? 

Aton. Yeo. 
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And many, many things have happened since then, Mr. 


Reilly? 
A YowWess. 


Q. There has been a great change in the economy of 
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Saskatchewan and Alberta since that time? 

Aa Yes, 

Q. Certainly in the economy of Alberta; is that right? 

A. A very marked change, yes. 

Q. And there are some large retailers in Alberta 
operating now? 

A, Yes. 

Q. Some retailers who would buy in carloads? 

Bie Lees 

Q. If they could mix the cars? 

Fog kien, oS Ll". 

Q. That is right. But they cannot do that because of 
this mixing rule, which is different in eastern Canada than 
it is in western Canada? 

A. That is correct. 

Q@. In eastern Canada at that time, at the turn of the 
century there were of course wholesalers throughout the area 
generally? 

As 1eS, 

Q. There was no comparable geographical or economic 
Situation in eastern Canada to what it was in western Canada? 

A. No. The distribution was centred all in Winnipeg, 
practically. 

Q. That is right. Now, Mr. Reilly, tell me, as the 
years have passed what has been the bottleneck in getting 
the discrimination removed? 

A. Well, speaking from my own experience, the bottle- 
neck has been the difficulty of getting any national asso- 
ciation to take it on, to take on the matter of a represent- 
ation of this kind. There was always the fear of offending 
some section of the membership of the national association, 

Q. You mean Electrical Association or Canned Goods 


Association -- that sort of thing? 
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A. Manufacturers--- 


Q. You mean trade associations? 

A. Yes, sir. 

Q. That is always the Shipper of the zoods? 
Ay Yes, 


Q. The people who actually consume the goods and pay 
the freight in the long run have never had a voice in the 
matter at all, of course, Mr. Reilly, have they? 

A. Well, it seemed to be always considered as a matter 
which would be doomed to failure unless it were Sponsored 
by some national industrial or commercial organization, and, 
as I say, the bottleneck has been up to this ooint, according 
to my Observation, the adLiricuity of getting any national 
industrial or commercial organization to Sponsor an applica- 


tion of this kind. 
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Q. I understand you quite well, Mr. Reilly. 
What you say is undoubtedly quite right, but why 
was it thet no nationel essociations would take it 
up - a difficulty: that eae with the railways or with 
the Board? | 

A. No, the failure to get uniform leave 

among their members to proceed with it, and also the 
management of such organizations appeared to be 3 
little diffident, even a little extrs overly cautious, 
acoording to my observation. 

Q. Well, Mr. Reilly, did the roilweys always 
take the attitude thet Mr. Sinclair takes this morning 
that there had to be some agreement between the people 
of Western Canade before the railways would change the 
mixing rule? 

A, That is the way I understand it. 

MR. O'DONNELL: Thet is not what the report says. 
As I remember the report says thet the matter was re- 
ferred by the Board of R-ilway Commissioners to the 
interested parties and the Board polled their views 
and then decided accordingly, end the decision taken 
by the railways wes not at all inconsistent with what 
it is today. According to the railway it had to be the 
majority of those interested. 

MR. SINCLAIR: I think if Mr. Frawley would read 
that case he will find that the rsilways at one time 
did propose a uniform mixing rule, but there was 
tremendous opposition from the West, 

MR. FRAWLEY: From whom in the West? 

THE CHAIRMAN: From whom? 

MR. SINCLAIR: From the Boards of Trade and other 
people who appeared before the Board. 

THE CHAIRMAN: When you say "the West" do you refer 
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to any particuler part, any particular city? 

MR. SINCLAIR: My note shows "In 1927 the following 
Boards of Trade or Chambers of Commerce expressed them- 
selves as being against any change in the existing rule -" 

THE CHAIRMAN: Who? 

MR. SINCLAIR: The Boards of Trade or Chambers of 
Commerce, 

THE CHAIRMAN: In Canada? 

MR. SINCLAIR: In these places - Winnipeg, Regina, 
Moose Jaw, Calgary, Edmonton, Vencouver and Victoria, 

No reply wos received from S:skatoon. Now as I say, 

the railways are quite prepared to do whatever their 
patrons wish them to do but the Board, in view of this 
great dispute and having been required by statute to 

take care of all parties interested,are the people to 
define this dispute, and settle it in the view of the 
railways, and I do not think it is right for Mr. Frawley 
to say we are teking one view or the other. We are only 
trying to do what our patrons desire or require and we 
ere always prepsered to do that, 

MR, FRAWLEY: I don't like to be asking my friend 
Mr. Sincloir questions, my lord, but who sddressed this 
questiomeire to the Boards of Trade of C.lgary ana 
Edmonton? Wes thet by the railways or the Board of 
Railway Commissioners? 

MR. SINCLAIR: The C.F.A. 

MR. FRAWLEY: Very well, the railways then asked the 
Boards of Trade of Calgary and Edmonton whether they 
wanted e change in the mixing rule? 

A. i think thet is right, 

Q. The Canadisn Freight Association which equels 
the two reilways? 
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Q. And the Boards of Trade of Calgary and Edmonton - 
you know something sbout the mixup of Bosrds of Trade? 

Be. Ves. 

Q. The large distributors sre there, of course? 

A. Wes. 

Q. And they just wanted it left 6s it was. That 
would seem to be when they said they did not want any 
change. Now do you know whether any body, the Board, 
the Canadian Freight Association or anyone else,attempted 
to make any eppraisal of the good to the people of the 
whole of Western Csnads,that woulda come from the removal 
of the restricted mixing privilege? 

A. To my knowledge there has not been eny attempt 
to make any such appraisal. 

Q. Will you tell me what it is that gave pirth to 
your particular submission which now comes forward and 
Seys that this thing should stop? 

hve Well it 1a an esrtificial barrier, as I say in 
the brief, to the free movement of goods. It interjected 
a lot of detail work and trying to make the best job - 

Q. Perhaps you misunderstand me. I agree with 
werything you say in your brief. We do not need to exe) 
over it. I want to know how did it come sbout, Did the 
Canadian Electrical Menufscturers Association just 
suddenly realize it was hurting them, or how did it come 
about? 

A. Well, it is one of those things that are 
proposed in sugh Committees all over the country, I 
Suppose, and in this particular case a lot of these 
proposals as you know die right in the Committee, some of 
them pass the Committees and die with the executive of 
these Associations. In this case it was proposed in the 


Committee and the Committee adopted it and the Committee's 
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recommendations were sccepted by the executive of the 
association. 

Q. You submitted in the first instance to the 
Board of Transport Commissioners? 

Ae LSB, 

Q. Is it practically the same brief, because I 
notice you ere calling this Moncton vs Moose Jaw situation 
to the ettention of the Board of Transport Commissioners? 
I suppose you ere also calling it to the attention of 
the Royal Commission? 

A. Yes, it is essentially the same brief, 

Q. Now then, whet reply did you receive? Did you 
receive any reply from the Board when you filed the 
document? 

f. Yes, we got an acknowledgment. 

Q@. What did they say and when did you file it? 

MR. SINCLAIR: It says on the face of the brief, 
August 8th, 

A. August 8th, yes. I was looking for the reply. 

MR. FRAWLEY: It is the reply that is not briefed? 

A. I am afraid I have not got that. 

Q. Perhaps you can tell us - 

MR. HUME: Mr, Frawley, I think we have found the 
reply. 

MR. FRAWLEY: Before you read the reply to make the 
record complete was there enything special that you said 
to the Board, when you filed the brief? 

MR. O'DONNELL: They wrote a letter, I presume, 

MR. FRAWLEY: Did you write 9 letter end ask when you 
wanted it heard or anything of that sort? 

A. No. 

Q. You just wrote and esked for a general inquiry 


as set up by P.C.1487? 
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Q. And you got a reply? 

Aa wiYes. 

Q. Would you read the reply? 

A. Yes. 

Q. From whom is the reply? 

A. Mr. Baillergeon, the Secretary. This letter is 
dated August 10th addressed to Mr. D. Napier Simpson, the 
General Manager of the C-nadien Electrical Manufacturers 
Association, 

Q. 1948? 

A. 1949, Board's file 45464, He soys: 

"With reference to your letter of the 8th instant, 

(which is the brief) I am instructed to state thet 

the Board have considered that no ex-parte 

disposition should be made of your present applicat- 
ion in as much as other parties would undoubtedly 

be interested therein and would be entitled to be 

heard eithtr in support or opposition thereto, 

On September 25th, 1948, Mr. L. M. Reilly, Manager 
of the Traffic Division, Canadian General Electric 
Company Limited was advised that if this matter wés 
desired to be considered within the scope of the 
Bosrd of Transport Commissioners now pending it was 
required that the required number of applications be 
furnished so that parties interested therein had notice 
of the application. 

I am instructed to stete that the Board considers 
your present applicstion to be one suitable for con- 
sideration under the speciel general investigation. 
Therefore, if you will furnish 30 additional copies 
the matter can then be dealt with in eccordence with 


the wishes of the people concerned." 
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Q. He referred to some conversation or an earlier 


communication from you in 1948? 
A. Yes, September 25th, 


Q@. You had not filed anything at that time? 


(Page 7811 follows) 
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A. I merely wrote and drew the attention of the 
Board to their duty under that section of the Act which 
States that they should have this classification made 
uniform in so far as may be possible, and that I thought 
the subject should be included for consideration under the 
General Freight Retes investigation to be conducted by the 
Board. They did not accept that. They said there 
would have to be some factual -- 

THE CHAIRMAN: “©. Have you furnished the thirty 
copies, and so on? 

A. Ven 

MR. FRAWLEY: Q. Having received that com- 
munication as recently as August, 1949, how was it decided 
that you should present your case to this Commission? 

AX Well, at the time the brief was sent to the 
Board of Transport Commissioners a copy was sent to the 
Royal Commission as a means of keeping them informed that 
we had bared this-.action. Then a communication was 
received from gue Secretary of the Royal Commission asking 
the Association whether it wished to make a formal pre- 
sentation. We thought this was the thing to do in view 
of the fact that briefs from other sources had included 
this question. 

Ses You had heard that other people had objected 
to the difference in the two mixing rules, and you thought 
this was the place to come to discuss it? 

A. ves* 

THE CHAIRMAN: Mr. Frawley, perhaps you might 
find out whether on any occasion the retailers of Westerm 
Canada have taken part in this controversy. It is said 
here, according to this brief, that the rule originally 


was framed so as to prevent retailers from dealing 


directly with manufacturers. 
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MR. FRAWLEY: Q. Mr. Reilly, you say your 
Original idea was that it was a protection to western 


wholesalers, and you as much as Suggest that it was the 


Winnipeg wholesalers you had in mind. That is. right; is 
it not? 
Bos Well, there were not very many other wholesalers 


at the inception in the West. 

Q. If I may digress from your question, Mr. Chairman, 
you bear that out even in your brief because when you are 
telling about the Moose Jaw man you point out he has the 
alternative to go to Winnipeg wholesalers? 

Ae Yes, 

Q. Apparently Winnipeg still dominates the situation 
as far as the mixing rule is concerned. is that right? 

MR. O'DONNELL: There are wholesalers from other 
places who have testified. 

MR. FRAWLEY: I am only pointing out what he 
has done in his brief. 

QO. You say the Winnipeg merchant you refer to can 
get the same degree of relief if he uses the facilities 
of Winnipeg wholesalers? 

A. That is not what I intend to convey there. 

Q. Will you explain it? 

A. It is not the facilities of a Winnipeg whole- 
saler I say he would use, but the facilities of 2 pool 
car operator who would operate his service to Winnipeg, 
and it is more or less due to the fact I happened to pick 
out Moose Jaw that Winnipeg is brought into it at all. 

Q. Suppose this merchant was in Medicine Hav. 

Would it not be the same situation? 
We No, because the best basis there would be 


probably Calgary. 
Q. Calgary and a back haul to Medicine Hat. 


i 
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Pe Yes. 

a, You say that would be the alternative? 

A Yes. 

Q. Calgary and a back haul to Medicine Hat. How 
about Lethbridge? Calgary again? 

Ae Yess 

Q. And a back haul to Lethbridge? 

A YER, It depends on whether the pool car operator 
is able to furnish service. 

Q. Then back to the Chairman's question, do you know 
in any of the surveys that were made to get an opinion 
about the advisability of retaining this mixing privilege 
in Western Canada, if they ever went beyond the wholesaler 
and got down to the retailer to ask his Opinion? 

A. Well, I know this much that, as I understand it, 
the National Federation of Retailers has made representa- 


tions on this matter to this Royal Commission. 


Q. Yes,' the Retail Merchants Association of Canada? 
ts Yeas. 
0) They take the identical view you take that this 


discrimination should be abolished? 

A. Ves. 

Q. The Chairman really was asking whether ot not 
over the course of the years certain people were being 
asked for their views. Do you know whether or not the 
retailers were asked as a class what they thought ebout 
the retention of the mixing privilege? 

A. I could not say; I do not know that, except that 


he would be a member of a2 board of trade, and so on. 


Q. That is true, except if the retailer was a 
member of a board of trade. He would have an opportunity 
to raise his voice there. You do not know of any other 


manner in which he was approached‘ 
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A. No. 

Q. How about the farming community in Western 
Canada? 

A I do not know. 

Q. The grain organizations, the wheat pool repre- 


senting the consumers, anything of that sort? 
A. I understand that the Co-operative is in favour 
of the revision that we are. 
MR. O'DONNELL: Q. What Co-operative is that? 
A. The Grain Growers,is it -- the Canadian Co- 
operative Grain Growers Association. 
THE CHAIRMAN: Any more questions? 
MR. FRAWLEY: That is all. 
CROSS-EXAMINATION BY MR. O'DONNELL: 
Q. Have you ever read the judgment setting out the 
history of the mixing rule? 
A. Ts, that. in 1025? 


Q. lam sorry, Mr. Brazier has some questions to 


ma 


CROSS-EXAMINATION BY MR. BRAZIER: 

a. Would you tell me whether your Association 
covers manufacturers all over Canada, or is it. just an 
Eastern Association? 

A. No, we have members -- 
ae There are certain electrical manufacturers in 
Vancouver, are there not? I suppose it is a relatively 
small number. 

Ar I, beiveve so. 

Q. Are they members of your Association? 


Ris IT have a memorandum here of the distribution of 


the membership of the Canadian Electrical Manufacturers 
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Association. The total is 123, and the distribution by 
provinces is Ontario 95, Quebec 21, British Columbia 3 
and Manitoba 4. 

Q. So the Manitoba Lee British Columbia members know 
about this brief, do they? | 

K. Well, the brief itself --~ that is the brief to 
the Board of Transport Commissioners which is the same 
brief as the one we are talking to now -- was circularized 
to every member company; that was done. 

Q. I presume it is correct, Mr. Reilly, that what 
you suggest will benefit western manufacturers as well 
as eastern manufacturers? 

A. We think it would, yes; we believe it would. 

MR. SHEPARD: I think perhaps, after Mr. 
Frawley's eloquent reference to the Winnipeg wholesalers, 
that I should put on the record -- I do not want to ask 
Mr. Reilly any questions -- a reference to this question 
of mixing privileges which appears in the main Manitoba 
Submission to the Commission, chapter 9, pages 14 and 15. 
I might say in passing that it coincides with the submission 
made by Mr. Reilly on behalf of his’ Association. 

THE CHAIRMAN: You might say what? 

MR. SHEPARD: That the view expressed by the 
Manitoba Government in our submission coincides with the 
ViGW expressed by Mr. Reflly's Association. 

MR <« GOVERT?. You are. Just putting in the 
reference to the pages, not the actual words? 

MR. SHEPARD: Since the Manitoba submission has 
not actually been received in evidence yet, I would not 
think that I should read it, or any portion of it, now. 

THE CHAIRMAN: Anyhow you have referred to the 
pages. 


MR. SHEPARD: I wanted to have the reference on 
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the record. 

THE CHAIRMAN: And it agrees with Mr. Tee ane ue 
request? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: If there is nothing else we 
thank you, Mr. Reilly. 

MR. HUME: I think it might help in connection 
with this submission if I tell you that I am instructed 
that the Canadian Electrical Manufacturers Association 
are quite happy to let the Board of Transport Commissioners 
settle the matter, and that it was to the Board that the 
original submission was made. I think Mr. Reilly has 
mentioned that they are here because of a letter from the 
Secretary indicating that they should present this matter 
to the Commission, but they are quite happy to let the 
Board settle the matter on the original application made 
by them. 

MR. FRAWLEY: Perhaps it would be a good time 
ror me “to say that the Alberta Government will have a 
Submission to make as to the mixing privilege, and with 
every respect to the Board of Transport Commissioners we 
are requesting the Commission to make a recommendation 
with regard to the removal of this discrimination. 

THE CHAIRMAN: We will consider that when the 
time comes. 

MR. COVERT: Mr. Chairman, the next submission 
is that of the Boards of Trade of the Cariboo District. 
The witness will be Mr. G. M. Murray, M.P., who will be 
introduced by Senator Gray Turgeon. 

SENATOR: TURGEON: Mr. Chairman and Commissioners, 
I will be very brief, but I could not rise here to-day 
in connection with the presentation on behalf of better 


transportation facilities for the Peace River District 
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without expressing appreciation of the privilege and the 
honour of presenting to you Mr. George Murray, Member of 
the House of Commons for Cariboo. TI happen to be the 
Senator for Cariboo, and for some years was the member 
of the House of Commons for that same riding. The 

Peace River block of British Columbia is a very important 
part of the old Cariboo district, and as everyone here 
knows the Peace River country 1s of great importance to 
the nrovince of Alberta as well as to the province of 
British Columbia. 

We are asking that the cry for the greater 
development of the natural resources of British Columbia 
in that northern portion in the Peace Riverncountry ; 
the cry that has been made for years, be heeded. I am 
taking the opportunity of bringing to your attention that 
many years ago after the first world war veterans were 
encouraged by the federal government to settle in the 
Peace River country, and they were told without guestion 
that transportation facilities by rail would be given to 
that country connecting it with the Pacific coast. Later 
Sir Henry Thornton, a former president of the Canadian 
National Railways, said that when the Peace River country 
produced ten million bushels of wheat it would have rail 
communication with the Pacific Ocean. 

I am making these two points to explain why 
that country is settled, not in any small area but in a 
large number of areas widely scattered because to a 
large extent settlers went up there to produce grain 
and to find homes on agricultural land as veterans of 
the first world war, and to some extent as veterans of 
the second world war. Mr. Murray and I are making no 
criticisms whatever either of the provincial sovernments 


or of the two great railway companies. We are certain 
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that both governments, the government of Alberta and the 
government of British Colubbia, and the two railway 
companies, the Canadian Pacific and the Canadian National, 
and also the Northern Alberta Railways which is owned, 
controlled and maintained by the two great railway com- 
panies, are as anxious as we are to have the whole Peace 
Be erp aie daseicueas 

Mr. Murray, speaking for all the people of the 
Peace River country regardless of occupation and regardless 
of political adherence, will be asking that the Hines 
Creek branch of the Northern Alberta Railways, whose 
terminal north of the river is at Hines Creek, be extended 
westward through British Columbia, eS vee St. John 
area and on to the great coal mining region ae 
River country around Hudson's Hope and Canyon Creek. 

He: Will ask. shat everything possible be done to make cer- 
tain that, within a proper realistic time, that country 
will be linked up with Prince George. 

In conclusion I want to say once more that the 
people of that large area have been Crying for years for 
this railway, but there is no criticism of any railway 
or governmental group. We are simply asking the Commis- 
Sion to see that the requirements of that area are properly 
known, that the needs and the demands and the requests of 
the people of that area are given proper consideration in 
Your report. I am now going to ask Mr. George Murray, 
Member for Cariboo, and a resident of Fort St. John in the 
Peace River country, publisher of the Alaska Highway News, 
and serving his first term in parliament as member for 
Cariboo, to present the brief prepared by him at the 


request of all the people of the British Columbia Peace 


River block. 
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GEORGE M. MURRAY, M.P., called 


THE WITNESS: Mr. Chairman and Commissioners: 
the facts have been fairly well set out by Senator 
Turgeon. The brief which has béen submitted is merely 
a collection of information backing up the position 
which has been outlined by Senator Turgeon. Is it your 
wish that I should read the brief? tC am arraid-it 18 
rather lengthy. It is really a sort of petition for 
transportation rights on the part of the people residing 
in that area. 

MR. COVERT: Mr. Murray, it can be taken as 
read right into the record, and if you like you may take 
each chapter and sort of summarize the main points if 
you want to do that. 

THE CHAIRMAN: Pardon? 

MR. COVERT: I wanted to tell Mr. Murray that 
it could be taken as read right into the record, snd. thet 
he might take each chapter and in effect just say what is 
the main purpose of it. 


THE CHAIRMAN: I think that is all right. 


(The following is the brief of the Boards 
of Trade and Chambers of Commerce of the Peace River 


Block). 


i iat if 


am pre Ne MM, SoRoie r {} A 


» BY ogi rE rw CHF. 


; 5 . is ’ tei ka & yes . - p 
aaa ; a eye A > fr Levey es) eS te G es th f eye Few BB be coe : 
« i oF ; : 


’ R 
. Cer sea se et 3 
Hah Cantu, ie ‘yr esnted ope) eg Wo 
4 | 
; a - fa x meee 
‘ & SS SOC Bee oss 


= 7 ib cay oi vd | 
} . ‘i , | 
t m | 
ay ah s 
M P ‘ me iE Se fad 
‘ f 
| me Ur Onicha mae vedwnek vedver 
gee 2 ite bin ua ue t meee : i N, wees | 
a g see! Pep TPO BE) ee ee re ee Ja AL. ae pba a ; 
. f . 
) , | 
Mi | | é : 
3 aes is 24 4 = rt d rs a Faery MWe. Baa ‘ 7 ery) case an ¥ 


xs 
: | 
~ 1 PS ey < ‘ 
aa n ‘ f j re ete ie ui 2 hal Vs ay 
‘ we ; : ~ kh Pee “met Soe iy ; 
mad 
< nN ob pking See ret if 
P anits ~ , ss rat oy ee | 
& , f j F x 205 he Se ae fe aL: Goch i 
ae ae i te ae os 5 iat - eee Man iota Bs ie Se hy Met ee ee gaa ey mrt rate - 
j 4 " ert ce | bs i 7 se ce Ps BUS. 4 3 4a =~ — 


hin itt fat eect : 
“pH OEY 28g Pua oY dat 


ay 7820 = Nis Murray 


PROPOSED PEACE-PACIFIC RAILWAY 
INTRODUCTION 


Mr. Chairman and Commissioners: 

In placing before the Royal Commission on 
Transportation the claims of the Peace River country for 
adequate railway services, we are seeking to have imple- 
mented by the Parliament of Canada, the post-war recom- 
mendations submitted by the Committee on Rehabilitation 
and Re-establishment with respect to transportation. 

May we point out to this honourable commission, 
in setting out anew facts regarding the transportation 
situation in the Peace River country that the usucl 
process in the west has been to build the railway ahead 
of settlement. In the Peace River country men and women 
went in ahead of the railways, by covered waggons and ox- 
teams, built thriving communities and in many cases 
waited in vain for railway services. 

While Northern Alberta Railways to-day serve a 
part of the Peace River country region, all north of the 
Peace River in British Columbia and much of the area in 
Alberta, has no railway service and must depend upon the 
use of motor trucks, motor buses and aircraft for trans- 
portation. 

Railways in North America have usually received 
assistance from government either in cash grants or 
concessions of land and natural resources to enable 
construction of lines opening up new regions and to serve 
defence needs. 

Prior to the railway era, in both Canada and the 
United States, the building and maintenance of turnpikes, 
roads and canals was regarded as a governmental respon- 


Sibility. With the introduction of the steam locomotives, 
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government assistance was at once placed behind the rail- 
ways just as it had been previously given the construction 
of canals and public roads. 

Grants of land and substantial sums of money were 
given the Canadian Pacific Railway. Thus the company was 
enabled to grow into one of the great corporate instituteéans 
of our time 

Grants were made of both land and money to the 
group of railway companies which were incorporated into 
the Canadian National Railway System. 

That this railway policy in Canada has been 
justified may be proved in the service rendered the nation 
by these two rail systems and their subsidiaries such as 
Northern Alberta Railways in peace and war. The growth 
and development of Canada has been dependent upon the 
efficiency of Canadian transportation. 

Railway policy in Canada was modelled to some 
extent upon that of the United States. In that country 
land subsidies of millions of square miles were granted 
the earlier railway companies and cash grants from both 
federal and state governments ran into many billions of 
dollars. 

Those groups of settlers in the Peace River 
country, who are far removed from a railway, being denied 
the service of modern rail transportation, submit that 
they are being discriminated against. They assert that 
they have a right to equal transportation facilities in 
their frontier communities to those granted settlers in 
the Saskatchewan Valley, Red River Valley, Missouri 
Valley, Columbia River Valley, Fraser River Valley, and 
other new settlements as the mass of population moved 


ever westward during the past century. 


The people of the Peace River country point out 
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that there is no precedent which can be given for the 
continued isolation so far as railway services are ores 
cerned of whole inland communities where extensive tonnage 
of freight is already available and where motor trucks 

are used as a substitute for the railway. 

In eommunities where limited railway services 
are already available in the Peace River country, there 
is protest against the present back-haul of shipments to 
ther acitic seaboard: While freight rate concessions 
have been made, yet the waste of time and effort in 
shipping goods more than 500 miles south and east to 
Edmonton, before sending them on to the coast, places a 
heavy handicap upon the entire country north of McLennan, 
Alberta. 

We respectfully point out that while the question 
HLabuslaines coast; cutlet for the Peace. River country 
has been before the public of Canada for more than half a 
century, that following World War II, an entirely new 
situation has developed in the northland which emphasizes 
the urgent need of rail construction to the vacific for 
military purposes. 

Construction of Alaska Highway has opened the 
country from Dawson Creek, B.C. to Fairbanks, Alaska, 
to settlement and development of basic industries. 

Building of the Northwest Staging Route of air- 
fields from Edmonton to Alaska as part of the defence 
system of the northwest having been carried out, the 
added military value of proposed rail communications from 
the Pacific direct to the Alaska Highway terminal in the 
Peace River country and the series of airfields, must 
be recognized. 

Discovery of large bodies of uranium ore on 


Great Bear Lake has added greatly to the security of 
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Canada and allied nations. Extension of branch lines 
ultimately to the northeast of a Peace-Pacific Railway 
would reduce freight rates to the new Mining areas at 
Great Bear Lake, Yellowknife and elsewhere in the 
MacKenzie Valley. 

Discovery of oil in October, 1949, in commercial 
quantities near Peace River Crossing, Alberta, at Normand- 
ville, means extension of the great oil-bearing Lerritery 
from Edmonton Northward towards the existing oilfields 
at Norman Wells on the MacKenzie River and opens a new 
era of industrial activity in the entire region. 

Development of reserves of natural gas along the 
Peace River at many wells now proved, with a view of 
servicing great communities at the Pacific Coast, is 
another factor which bears upon the necessity of modern 
rail services. 

Successful mining of voal at Hudson's Hope 
during and since the war period, 115 miles from railhead, 
underlines the certainty of large tonnage of coal at that 
point should a railway be constructed through the Peace 
River Pass. 

Development of the largest mercury mine in the 
world by the Consolidated Mining and Smelting Company 
at Pinchi Lake on the Turgeon Highway during the war 
period, suggests possibilities of business for a railway 
from new mining projects in the Prince George-Finlay 
Forks sector. In this area the existence of bodies of 
ore containing copper, silver, gold and other metals 
are well known and their development awaits provision of 
transportation facilities. 

A growing lumber industry in the region between 
Hines Creek, Alta., and Hudson's Hope, B.C., is also 


incidental to the great changes which were brought about 
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by war conditions. Sawmills are now in operation which 
must Ship their lumber upwards of 100 miles to railhead. 

Growth of the agricultural population of the 
region has continued with settlers taking up and occupying 
land far removed from rail services, some being from one 
hundred to three hundred miles distant from railhead. 

Establishment of flourishing towns such as Fort 
St. John, 49 miles from railhead, and Fort Nelson, three 
hundred miles from railhead, are factors which may be 
weighed by your Commission in reviewing the urgent 
transportation needs of the Peace River country. 

Development of highways, rail services and air- 
ways in the Territory of Alaska is drawing new population 
into the north, Industrialization is being carried out 
in Alaska and colonization is being encouraged. Nuch of 
the land and air communication between Continental United 
States and Alaska crosses the Peace River country. The 
Alaska trade would be a valuable factor in adding to 
tonnage and passenger traffic on the proposed railway 
extensions between Hines Creek, Alta., and Alaska H.ghway 
points, and between San Francisco, Cal., Seattle, Wash., 
and Portland, Ore., and Alaska Highway points. 

During the war we saw many Russian aviators at 
our airports on the Northwest Staging Route as they came 
to take back to the U.S.S.R. the thousands of fighter 
aircraft supplied by factories of this continent in the 
war effort. The potential resources of our Canadian 
northwest are well known to the Kremlin. The expanses 
of arable land which remains unsettled and unserved by 
rail transportation in Northern Alberta, Northern British 
Columbia and the Yukon and MacKenzie River regions must 
be settled by our own people and by those of our allies 
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northwest is bound to be a busy and prosperous citizenry 
north of Edmonton, Alta. Construction of @ direct nrail 
line to the Pacific should be of military as well as of 
peace-time value to the nation. 

We therefore respectfully ask that this Royal 
Commission upon Transportation recommend to the Parliament 
of Canada that an early start be made upon the construct- 
ion of such railway extensions in the Peace River country 
of British Columbia and Alberta as will link the settled 
areas of that region with Northern Alberta Railways at 
Hines Creek, Alta., and Dawson Creek, B.C., and with 
Canadian National Railways at the divisional point of 
Prince George, B.C. 

And we further respectfully ask that the undertaking 
be carried out by the Canadian Pacific Railway and 
Canadian National Railways jointly under authority granted 
under the British North America Act Section 92, No. 10 (a). 


CHAPTER I 
BRITISH COLUMBIA A HEAVY IMPORTER OF FARM PRODUCTS 

British Columbia is an importer of farm products. 
The comparatively small area of the Lower Fraser Valley, now 
largely being sub-divided into small farms and small holdings, 
Supplies but a fraction of the needs of the great consuming 
centres of the Province, 

Floods in 1948 threatened to wipe out the agri- 
cultural areas of the Lower Fraser Valley. The government 
of Canada in 1948 granted $15,000,000. for reconstruction 
of dykes and flood relief. Extensive dykes must be main- 
tained to protect the Lower Fraser Valley from further 
inundations. The valley is but sixty five miles long and 


is from five to ten miles wide, being walled in by mountains 
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on the north and cut off by the United States Boundary on 
the south. It is the chief source of food Supply for the 
Greater Vancouver area and the largest producer of British 
Columbia farm products. 

Imports of farm products from other Provinces 
into British Columbia in 1947, a typical year, were 
valued at $59,458,330. 

Imports from foreign countries of farm stuff 
which could be produced in the Province of British 
Columbia exceeded $5,000,000. 

A rail outlet to the Pacific Coast from the 
Peace River Valley would make possible the settlement of 
new lands and the increasing of food production within 
the Province. It would establish a permanent food supply 
line to the coast cities. 

In the Cariboo cattle country, served by the 
Pacific Great Eastern Railway, there is little or no grain 
production. Herds are fattened upon the open range, 
Growers are therefore compelled to market most of their 
beef at the end of the growing season. Cheap supplies of 
grain and feed stuffs from the Peace River country is the 
main need of the ranching area. These could be provided by 
a direct rail line from the Peace River country to Prince 
George. While quantities of hay are grown and stacked for 
winter feed along the Pacific Great Eastern Railway, Cariboo 
beef growers are contin ously faced with possible feed 
Shortages in the winter seasons. 

Shipments of cattle from the Pacific Great Eastern 
territory in 1948 to Vancouver Supplied less than one half 
of the beef demand of British Columbia cities and were as 
follows: 
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Quesnel, Soda Creek & Lac La Hache... 2,839 
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Construction of a coast outlet would make 
possible the stall feeding of cattle in the Cariboo range 
country, the orderly marketing of the beef and greatly 
increasing the livestock production of the Cariboo country, 
possibly to the point of making British Columbia self- 
sustaining in the field of meat production. 

The stall feeding of beef upon cheap grain 
Supplied from the north, via the Peace-Pacific Railway, would 
in turn make possible a better grade of beef for the con- 
Sumers of the coast cities. Shipments of the finished 
product could be made at more regular intervals, providing 
the cities steadily throughout the year with larger supplies 
of beef of improved quality. 

Shipping around by Edmonton, the growers of Dawson 
Creek and Fort St. John, sent to market more than yO 
head of beef last year. Their shipments to Alaska Highway 
points numbered more than 500 head. 

An improved cattle industry would result in the 
Peace River country, if a short haul to the range lands of 
the Cariboo existed. Feeder cattle could be Sent north in 
large numbers to consume low quality surplus grain and 
fodder supplies in the Peace River country. From the Peace 
River country supplies of cattle would be increased to the 
Edmonton market, despite supplying direct by the proposed 
coast outlet of the Pacific Coast Butchers and Packers, 

Crop production in the Peace River Block in 1949 
was reported as follows by Dr, J. B. Munro, Deputy Minister, 
British Columbia Department of Agriculture, 
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More than half of the production given is from 
land north of the Peace River and must be hauled by truck 
more than fifty miles to the elevators at Dawson Creek. 
The town of Dawson Creek, a community at the head of steel 
of 3500, was declared, in 1949, to be the largest single 
Shipper of grain, an honour formerly held by Sexsmith, 
Alberta, a neighbouring elevator town. on Northern Alberta 
Railways. 
Grain production in the entire area of the Peace 
River Valley which would be served by the proposed Peace- 
Pacific Railway, lying on both sides of the Alberta-British 
Columbia boundary, was estimated for 1949 by J. M. MacArthur, 
General Manager of Northern Alberta Railways at 25,000,000 
bushels. 
Land cleared and under cultivation north of the 
Peace’ River in British Columbia where no railway exists, is 
estimated by Vernon MacLeod, Manager Canadian Bank of 
Commerce at Fort St. John as being more than 100,000 acres. 
Crops must be moved by motor truck or horse teams 
from fifty to one hundred miles to devators in that area. 
New breaking of land in 1949 in the North Peace 
Section, from fifty to one hundred and twenty miles from 
the railway is estimated by the British Columbia Department 
of Agriculture at 14,000 acres. 
Upwards of 10,000 acres annually of new breaking 
is reported since 1946 north of the Peace River. 
In 1949 the amount of summer fallow in the Peace 
River Blcok was 135,000 acres, 
Under the Veteran's Land Act, a settlement of 


returned soldiers was established at Montney, some miles 
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from Fort St. John, on the north side of the Peace River. 
Thirty-two families now reside upon new holdings in that 
area and in 1949 harvested their first crops. Excellent 
crops are reported by the British Columbia Department of 
Agriculture on these lands. These veterans must haul their 
grain sixty miles to an elevator. Other veterans have gone 
in on individual holdings beyond this Veterans Land Act 
settlement and are established on lands, some of which are 
one hundred miles or more from rail head. 

While the greatest tonnage for the proposed Peace- 
Pacific would be provided by the farm population of the 
Peace River Blbck in British Columbia and adjacent areas in 
Alberta in the Peace River region, it is of importance to 
note that the lands immediately adjoining the Peace in 
British Columbia from about one third of the total area of 
arable lands listed as suitable for settlement in a survey 
made in 1947 by the North Pacific Planning Project directed 
byeCharies Camsell, C.M.G., LL.D. F.R.S.C.,. issued by Depart— 
ment of Mines and Resources, Ottawa. 

The total arable lands in the North Pacific Region 


within British Columbia are given as follows: 
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Surveyed Districts Cultivable lands Open Grazing 
Suitable for Wild Meadow 
settlement Lands 

Acres Acres 
2,000,000 1,400,000 


Peace River Block 


Finlay-Parsnip Valley--- 


Finlay-Parsnip Rivers 600,000 200 ,000 
Mesilinka Valley 40,000 
Osilinka Valley 20,000 120,000 
Omineca Valley 30,000 
Nation Lakes 2 OU 
Fort Nelson-Liard Section--- 
Lower Kechika 200,000 
Prophet-Musqua 150,000 635,000 
Fort Nelson area 195,000 
Fontas River 20 ,O00 
Toad River 300 , 000 
Canadian National Railways belt 
including Chilico 800 ,000 1,400,000 
Queen Charlotte Islands 825,000 ae 
5,435,000 3,755,000 


The proposed Peace-Pacific Railway would serve all 
lands listed above save those on Queen Charlotte Islands and 
on the Canadian National Railways beyond the Prince George 
land district, 


Recapitulation 
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Total 
Cultivable 
Soils 


_ — mee ee ee ee ee ee a ee 
bodied te ed ee -——— _ 


In Alberta 9,085,400 
In Peace River of British Columbia 5,000,000 


In Yukon (Estimated) 500 ,000 


14,585,400 
In 1911 there were less than 2,000 people, including 
traders, missionaries and Indians, in the Peace River Valley. 
The railway penetrated the district from Edmonton 
in 1916. By 1921 the population had increased to 20,000. In 


1931 it was 60,000. 


Today there are 52,427 voters in Peace River Federal 
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Constituency, Alberta, and 6,500 voters in the Peace River 
Block section of the Cariboo Federal Constituency of British 
Columbia, A fair estimate in 1949 of the population of the 
Peace River Valley would be well above 110,000 in all. 
Occupied land would approximate 4,000,000 acres. Subtract 
4,000,000 from the total cultivable land given by the 
Department of Mines and Resources, Peace River Valley, of 
British Columbia and Alberta, plus the Yukon as 14,585,000 
and there remains 10,585,000 acres. 

On the basis of population on the Canadian 
prairies of one person to each 41.5 acres of occupied farm 
lands, these 10,585,000 acres would Support an additonal 
population well above 230,000 souls in the territory to be 
Served by the proposed Peace-Pacific rail outlet. 

From "Canada's New Northwest" published by The 
Northwest Planning Project, under the authority of Depart- 
ment of Mines and Resources, 1947, page 45, we quote the 
following paragraph which follows a statistical analysis of 
the whole North Pacific region, the major part of which 
would ultimately be served by a Peace River-Pacific rail 
outlet: - 

"It is therefore concluded that between 265,000 

and 282,000 would be a reasonable forecast of the 

population that may be expected normally to settle 

in the region (North Pacific Planning Area) in the 
discernible future, and under such conditions as 
can be at present foreseen. Addition of the 

110,000 people now in the region would indicate a 

total population of from 375,000 to 390,000. In 

view of the very conservative basis upon which this 
estimate has been developed and the large areas for 
which the economic potential cannot be even roughly 


appraised, we may be justified in forecasting a 
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population of 400,000, to bring to prairie level, 
for the North Pacific Region in the discernible 


future," 
CHAPTER II 


LAST GREAT SOFT WOOD STAND 
IN NORTH AMERICA 

The proposed Peace-Pacific Railway from Hines 
Creek, Alta, to Prince George, B.C. and from Dawson 
Creek, B.C. to Prince George, B.C., would open to 
industry one of the last great soft wood regions left 
on the continent. 

Pulpwood was being shipped during last year 
from points on Northern Alberta Railways, via Edmonton, 
Alta., to pulp mills in Wisconsin, U.S.A. 

The country from Hines Creek westward to 
Hudson's Hope is largely forestall. Settlers in many 
instances make a profit from selling wood for fuel or 
for lumber, 

Modern power equipment makes it possible to 
clear landfor agriculture at low cost. In older 
sections of the Peace River country, as in Northern 
Ontario and Quebec, the pulpwood has been a cash crop 
for the settlers. 

Within the Peace River Block of British 
Columbia sawmills shipped more than 28,000,000 board 
feet of lumber in 1948. | 

Much of the lumber had to be trucked from fifty 
to eighty miles to Dawson Creek and the railhead. The 
largest operator is Fort St. John Lumber Company which 
recently employed between 300 and 400 men, 

More than a million board feet was shipped by 


truck to army outposts on Alaska Highway for construction 
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of army headquarters at Fort Nelson, Whivehouae and 
Waton Lake, 

The proposed railway, if built by way of 
Finlay Forks, would tap a timber country, roughly 
described as the Fort George District with merchantable 
timber estimated by the Forest Service of British 
Columbia, Department of Lands and Forests, Victoria , 
B.C., aS 32,910,000,000 feet board measure, 

About one-quarter of this timber is at present 
accessible. Three-quarters of it lies tributary, tovd 
railway route which might be projected through the 
Peace Pass. 

More than 200 sawmills were operating in the 
Prince George area in 1948, most of them on the edge of 
the great limits which spread through the Pine and Peace 
River passes. 

The softwoods which flourish in the river valleys 
which open out from the headwaters of the Peace River 
should some fon Supply many pulp mills. 

Dr. J. S. Bates, of the Canadian Forestry 
Association, who has explored the forests of that region, 
States that the white spruce and poplar of the region 


would be especially prized by manufacturers of bond papers. 
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TABLE #2 
Forest Resources of British Columbia 


Department of Lands, Fort George District 


aOR Me 
ere ee ee 
Drainage Basin Merchantable Accessible 
Merchantable 
Oe eee i SLE RE aSoreee AA 1) Se A Se ee ON ee te) 
1,000 ft. bm 10,000 £64 bm 
Fraser River Headwaters 
3,656,000 2,008,000 
Bowron River 3,617,000 1,491,000 
McGregor River 3, 344,000 1,530,000 
Willow River 1,959,000 525,000 
Upper Fraser River 2,521,000 1,341,000 
West Road-Chilak 327,000 LOT ,O00 
Nechako River 515,000 415,000 
Salmon River 696 , 000 101,000 
Stuart Lake 1,506,000 209,000 
Takla Lake 856,000 
Parsnip 4,323,000 
Murray River 1,470,000 
Finlay Forks Hudson Hope 2,510,000 
Omineca River 208,000 
Finlay River 1,089,000 
Half way and Beatton 462,000 
Peace River Block 3,052,000 668,000 
32,910,000 8,395,000 


32,910,000 8,395,000 
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CHAPTER III 


COAL RESOURCES OF PEACE RIVER: 
RAIL OUTLET WOULD SAVE CANADIAN DOLLARS 


A recent compilation of the mineable coal 
reserves of the Peace River district, made for the Royal 
Commission on Coal, and quoted in the publication 
"Canada's New Northwest", issued by the Department of 
Mines and Resources, Ottawa, places them st 1,040,480,000 
short tons, the largest part of which is in the Peace 
River canyon coal field and its northern extension, 

In addition to this may be added extensive 
seams of coal at Hasler and Commotion Creeks, west of 
Dawson Creek, on the Pine Pass Highway, discovered 
within the past few years. 

In the Peace River Canyon the coal seams out- 
crop on both sides of the river for nearly twelve miles. 

Three mines are now operating in the Canyon 
area, with headquarters at Hudson's Hope, B.C., they are: 

The King Gething Coal Company 

The Peace River Coal Company 

The Packwood Coal Mines. 

A mine on Hasler Creek operated for some time 
in 1946 and 1947 and shipped its coal to Dawson Creek, 

It was later closed down and the coal measures placed 
under reserve at thst point by the B. C. Government, 

At present coal is hauled from Hudson's Hope 
by truck to Fort St. John, Dawson Creek and points on 
Alaska Highwey. 

A contract of thirty tons a day has been placed 
by Northern Alberts Railways and is being filled, The 
coal is used by the railway in its locomotives. 


Trucks cover a mileage of upwards of one 
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hundred miles to Dowson Creek, The coal is unloaded 
by hand at Northern Alberta Railways. 

mi Gat is delivered by truck as far as 300 miles 
north on Alaska Highway. | 

Coal from the Peace River mines is hauled over 
the Hudson's Hope -- Charlie Lake road, a distance of 
approximetely 60 miles. Thd condition of the road is 
such that loads sre limited to five tons at certain 
seasons, Bridges on the road sre of flimsy construction 
and truck heulers ere compelled to limit loads to the 
ability of the bridges to Support the weight of the 
vehicle and the coal carried, 

At Charlie Lake, the truckers reach Alaska 
Highway which is an excellent 311 weather gravel road. 
But the first sixty miles from the mines to Alaska 
Highway present problems which sda greatly to the 
danger and costs of money of getting the coal to market. 

All three operators in the district are 
limited as to Sanita and ere practical miners who work 
with their hands in the mines. Capital for operating 
the mines was found in the Peace River country, farmers 


and ranchers contributing to the organizstion of one 


company. 

Miners are recruited largely from the farming 
areas, Sales egencies have been established at Fort 
St. John. 


to 
It is not our desire/go into detail regarding 


the extent of the known coal reserves in the Peace 
River region nor to furnish an analysis of the coal 
found at the various points where prospecting or 
development has been carried on, We would refer the 
commission to the Geological Survey of Cansda and the 


various reports of the B. C. Department of Mines 
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regarding Peace River coal reserves, 

A voluminous report made in 1931 by the Govern- 
ment of B. C. in co-operation with Canadian National 
Railways and Canadian Pacific Railways, under the direction 
of C RR. Crysdale, contains fullest information upon all 
the natural resources of the area which would be served by 
@ Peace=-Pacific outlet, and more particularly coal. 

Tests of Peace River coal were made by the 
Canadian Pacific Reilway in 1923 and showed that P34k 
pounds of coal did the same work in a locomotive as 18.2 


pounds of the high grade, low volatile bituminous coal 


from Canmore, Alberta. Tests made this year by 

Northern Alberta Railweys show that coal now being mined 

is an improvement upon that formerly tested for locomotive 

use and as a result contracts were made early in 1949 

with the Peace River mines for daily delivery at the 

railway yards at Dawson Creek to Northern Alberta Railways. 
The importance of the Peace River coal to the 

economy of Canade, should a rail service be constructed 

to connect the coal fields with existing railways in 

western Canada, may be estimated from current purchases 


of coal by Canada in the United States. 
Canada. bought with United States dollars coal 


to the value of $203,415,929 last year from United States 


Coal Companies. 
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CHAPTER IV 


ALASKA HIGHWAY AND ITS IMPACT 
UPON THE WILDERNESS OF THE NORTH 


Construction of Alaska Highway from the present 
end of steel at Dawson Creek to Fairbanks, Alaska, has 
greatly stimulated settlement throughout its length and 
development of basic industries. Though established as 
a defence project, the highway remains to serve a great 
peace=time need. 


Alaska Highway has opened a vast tourist 


attraction which draws increasing numbers of visitors, 
especially big game hunters, explorers, naturalists, 


mountaineers, artists and generally those well able to 


pey generously for the opportunity of enjoying a holiday 


in such @ new and romantic region. 


Alaska Highway has also made possible industrial 
development. New mines and mineral prospects have been 
Opened as a result of the service offered by the highway 
at intervals. 

The Highway has aided exploration for oil asd 
gas, and outfits are at present engaged on geophysical 
work over the 500 miles of the road from the Peace River 
bridge north. 

Natural gas has been found at Mile 238. At 
Fort Nelson, near mile 300, natural gas has been found 
in which traces of the valuable helium gas are contained. 

Several large gas wells have been drilled at 
Rolla, British Columbia, near Dawson Creek. Drilling 
for oil and gas continues near the Highway between 
Dawson Creek and Fort St. John. The company owning 
the wells at Rolla plans to pipe the gas to 


Vancouver and Seattle. 


Philips Petroleum Corporation have taken large 


leases of land adjoining the highway 4s have other 
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Syndicates of oil companies which include the largest 
Operators. 

From about Mile 70 on Alaska Highway, eastward 
100 miles or more beyond the leOth Meridian to a point 
east of the Alberta-British Columbia boundary, land 
Seekers have filed on unsurveyed Groen lands during the 
past year. Access to the townships which are being 
taken up is through Fort St. John on the north side, or 
through Dawson Creek and Clayhurst on the south. Some 
settlers come westward from the end of steel on the 
north side of the river at Hines Creek, Alberta. 

Families from Saskatchewan are among those 


filing on new areas in Township 88. In some instances, 


they are from the dried out areas in the prairie pro- 
vinces. 

Every week thousands of acres of land between 
Fort St. John, B.C. and Hines Creek, Alta., are being 
applied for under the land laws of British Columbia, Lt 
is customary to place advertisements in the B,. C. Gazette, 
and in a local newspaper, for each parcel of land applied 
for in the unsurveyed areas. Whole pages of such land 
notices, closely printed, have been published during the 
past month or so by land seekers. 

Looking westward from the Peace River bridge on 
Alaska Highway, between the Peace River and the Pine 
River, are areas of vacant lands suitable for agriculture. 
These lands are being sought by settlers. They move in 
far ahead of roads and make their own trails, and in some 
Cases have no means of getting produce to market save by 


pack horses. Alfalfa seed is successful in this area, 


and acreage of it is being increased. The seed is an 
easy crop to transport, brings ready cash, and the 


threshed-out alfalfa is fed to beef animals. 


From Alaska Highway points, such as Tucker Inn 
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at Mile 147, settlers go westward into the Halfway 

River country to engage in farming and stock ranching. 
Applications for land, published in Alaska Highway 

News at Fort St. John, show that thousands of acres 

of country have been staked in the past few months in this 
foothills area, all of which must be at least 150 

miles from the railway. 

Settlers are going into land east of Alaska 
Highway, from the station at Blueberry, Mile 101, 

At Mile 300 sre the headwaters of the Musqua 
River, and traders, trappers and miners take off from 
there by boat, upon a river system which leads them 
into the Liard River, and the MacKenzie, and gives 
them access to the oil fields at Fort Norman, the gold 
camp at Yellowknife, or the uranium mines sat Great Bear 
Lake, Many proceed on to the Arctic, and regular 
shipments of freight go from Fort Nelson to traders 
at Aklavik, NWT, and points out in the Beaufort Seat. 

Impsct of Alaska Highway on the Wilderness 
has brought into being a Dominion Experimental Station 
at Mile 1020, where J. W. Abbott is proving that 
grains, grasses, and vegetables can be successfully 
grown at that point in the Yukon Territory. At 
Mile 1022, at Mackintosh Ranch, tons of potatoes have 
been successfully grown each year, for many years, and 
have been sold at Whitehorse and elsewhere. 

Doily buses travel on Alaska Highway, and 
regular mail services are provided. There is a fairly 
heavy traffic over the road by day and night. 
Commercial trucks haul goods from Dawson Creek, B.C, 
Some through trucks sre operated by United States 
truckers, in bond, from Great Falls, Mont., Seattle, 


Wesh., and other points in the United States. 
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Maintenance of the Highway is carried on by 
the Canadian Army, and in current estimates in the House 
of Commons, an annual sum, in excess of $1,000,000, is 
voted for that purpose, 

At least 100 hotels and stopping places have 
been established, and are now operating elong Alaska 
Highway. For most of these, the nearest rail point 
for freight and passengers is Dawson Creek, B.C. 

In the vicinity of each stopping place on 
Alaska Highway is the nucleus of sa new settlement. 
Opening of stopping plsece at once draws the inevitable 
garage and gas station, a small store, possibly a post 
office. Church organizations set up outposts. The 
place becomes a starting point for those seeking oppor- 
tunities in the surrounding country. 

Here is 3 region unique in the transportation 
world, It is served wholly by trucks, or motor buses, 
and aircraft, North of Dawson Creek, for 900 miles, 
an economy has evolved which knows no railway. North 
of Dawson Creek are many young people of voting age, 
born in the country, who have never heard a locomotive 
whistle, or viewed e train of cars, save in 3 moving 


picture film. 
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CHAPTER V 


IMMIGRATION: CANADA'S OPPORTUNITY 
AVAILABLE HOMESITES FOR SETTLERS 


There: is no part: of the world which, given 
proper transportation facilities, has as much to offer 
intending settlers as the Peace River country. 

Settlement for the past ten years has been 
largely from Alberta and Saskatchewan with some arrivals 
from the mid-west of the United States. 

A settlement of Sudetens et Tupper Creek in 
1939 upon lands which were not considered to be of 
first class quality has turned out very successively. 
One hundred or more families reached Tupper Creek 
driven out of their ancestral homes by the Nazis. Few 
of these people upon arrival could speak English. 

To-day they have transformed 3 wilderness into 2 place 
of prosperous homes and farms. They supply much of 

the dairy products for nearby towns. They have built 
churches end community halls. The British Columbia 
Department of Education has aided in constructing 
schools, It is the opinion of experts in colonization, 
recently expressed at Ottawa at e study committee on 
immigration set up at the House of Commons under the 
chairmanship of Ralph Mayboenk, M.P. (Winnipeg South 
Centre), that the Sudeten settlement st Tupper Creek has 
been 92 success, 

Opportunity for establishing many such 
communities exist within the Peace River Block proper and 
the sdjoining areas on both the British Columbia and 
Alberta side. 

Few of the successful settlers in older 


established Peace River communities brought much capital 
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with them into the country. In most instances they 
built their own homes out of the bush, and in scores of 
cases made and used, until very recent times, their own 
furniture. The result is that there is a foundation 
stock of solid Canadian citizens in the Peace River 
country of the highest quality physically and spiritually. 
The people there established, who have survived many 
herdships, sre themselves the best advertisement for 

the country and its possibilities. 

The Canadian Chamber of Commerce, at an 
annual convention at Montreal, October 25th, 26th and 
27th, 1949, drew attention by resolution to the 
importance of a long range immigration policy for 
Canada. That resolution, while expressing the con- 
sidered opinion of members of the 641 Boards of Trade 
and Chambers of Commerce in Canada, has a special 
application to the Peace River country. 

The Canadian Chember of Commerce resolution 
was in part as follows: 

"The Chamber is in full accord with the policy of 
carefully selecting immigrants, with 3s view to 
securing good potential citizens in numbers that 
will readily find opportunities for earning a 
livelihood here and eliminating those known to be 
anti-democratic in their political views. 
Conada's growing stature in world affairs -- 
with its corollary of a growing responsibility 
to help in the solution of world problems -- 
means that we must assist those who would welcome 
an opportunity to live, work and prosper in this 
country. Commercial and financial institutions 
in Canada are able to absorb a continuing flow 
of young and promising men, Canada was 
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end initiative of immigrants end her continued 
growth will be speeded by bringing in people 

for generel work ss well as for technical and 
skilled oocupstions, ‘The Chamber believes that 
the country's economy is capable of supporting 

a larger population; in fact, an increasing 
population is a contributing factor to the fullest 
possible development of our great natural resources 
and of our high standard of living. We have, 

in addition, governmental machinery capable of 
Servicing e greatly increased population. 

Finally, the Chamber sgrees with the Federal 
government's statement that, in s world of 
shrinking distances and international insecurity, 
we must recognize the denger when a small 
population attempts to preserve for itself so 

rich an area." 

The need of transportation facilities to 
develop the naturel resources of Canada and some new 
settlements was emphasized when the Canadisn Chamber 
of Commerce at this convention brought in 3 resolution 
urging the importance to the nation of the natural 
resources, especially Forestry, Fishing, Fish and Game, 
Oil and Minerals. 

The paragraph which has especial importance to 
the Peace River country is the concluding one of the 
Canedian Chamber of Commerce resolution: 

"Conada's mineral exports constitute 9 very 
large portion of our total exports. As e 
means to increasing our dollar earnings, every 
encouragement should be given to enlarging 
these exports. The Chamber recognizes in the 


development of Canada's vast mineral resources 


i 0) 

seciod Ponibae bebtDae 

: 4 iy 7) { 
Yoon ac Oy: etd 


Yd, 
ay sae ws ‘ful 


cont bis 


2 Saf TK = 
Akt & $ 

iti +) F 
> ll Tr 


Daas: pau” 
sada sa roe ' ig 


5 4 pet es ; ; 
fat Spe sain) Ha 


oe 


% 


’ 


1 : 
£ Re ive 


i it ne ; 
a sated 


- 7845 - Mr, Murray 


and her potentially rich reservoirs of oil, a 
Source of new wealth which can bring rich rewards 
to all her citizens, TO ASSIST IN THE DEVELOP- 
MENT OF THESE RESOURCES, PROVISION SHOULD BE 

MADE TO PROVIDE ADEQUATE TRANSPORTATION 
FACILITIES," 
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CHAPTER VI 
SPECIAL COMMITTER 
on 


RECONSTRUCTION AND RE-ESTABLISHMENT 


Recommendation that Peace - 
Pacific Rail outlet be built 
as major post-war DROVES « 


The appeal we now make to the Royal Commission 
on Transportation to recommend to the Parliament of Caneda 
construction of a rail outlet from the Peace River Valley 
of Alberta and British Columbia is partly based upon the 
report of a special committee on Reconstruction ond Re- 
establishment, presented to the House of Commons in 1944, 
This committee, of which the Hon. J. G. Turgeon, now a 
member of Senate of Canada, was chairman, reviewed the 
industrial position of Canada, while the country was yet 
at war, end sought to present © programme for the post- 
war period of essential projects which would employ large 
numbers of men and create new sources of wealth end oppor- 


a4 


tunity throughout the nation. The report of tie Committee 
On Reconstruction 2nd Re-establishment is of particular 
interest to the people of the Peace River country because 
Mr. Turgeon, its chairman, wes at that time a Member of 
the House of Commons for Cariboo, a riding which -s very 
large and includes the British Columbie section of she 
Peace River Valley. 

The Committee of Reconstruction and Re- 
establishment in part made the following recommendations: 

"Your Committee feel that it is well w:thin the 
power of Governments and Industry to maintain Pull employ- 
ment for all Canadians during the period of trans:ition 


from wan to peace time activities. 
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"We urge: 

Petite yy or tt works carried out in preparation 
for, and during this beriod, and financed in whole or in 
part, directly or indirectly, by the Federal Government 
preference be given to members of the Armed Forces and the 
Merchant Navy, Subject to possession of necessary qualifi- 
cations. 

e. That whenever possible such preference be 
extended so as to include industries from which materials 
and supplies cre produced for use in such works. 

3. That wherever possible, such preference be 
eranted by the Employment Service of Canada. 

"Your Committee has Given a great deal of 
thought to the economic Situation of the Maritime Provinces. 

"We recommend that in co-operation with these 
Provincial Governments, the Federal Government undertake 
a survey or study of conditions, with the object of advising 
end helping in the taking of any. steps that will bring 
about an improvement in the economic life of the people 
of those Provinces. This improvement c2n be brought cbout 
in part through 2 proper development of the fishing 
industry; through assistance to the farming community, by 
the application of the provisions of the Prairie Farm 
Rehabilitation Act, by the installation of rural elec- 
trification, and the extension of cold Storage facilities; 
through proper forest conservation and extended ut-lization 
of forest products; through the introduction of additional 
Secondary industry, where the operetion of such _ndustry 
1S economically sound, by reason of proper markets 2nd of 
primary production within the Maritime Provinces or in 
neighbouring lands, such as Newfoundland. 

"This inquiry should include the extent,. if any, 


to which the Maritimes have suffered because of lack of 
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proper distribution of secondary industry in Canada, and 
also the possibility of Securing extended markets - both 
Canadian end international - for all Maritime production. 

"We are convinced that after the war - if pre- 
war conditions are permitted to prevail - the Nove Scotia 
coal industry will not be able to exist without assistance 
in the marketing of the output of the mines. The coal 
industry situation would, therefore, be an important part 
of the proposed survey. 

"After the war, transportation will play ean even 
more -mportant part than previously in economic development. 

Therefore in dealing with conditions :n the 
Maritime Provinces, we Strongly urge that the Government 
give earnest consideration to certain proposed improvements 
in transportation facilities. These include: 

(a) Improvements designed to make communications 
between Prince Edward Island and the Meinland 
constant, reliable and adequate. 

(ob) Improvements of transportation across the Straits 
of Canso by the construction of a causeway, or 
in such manner as may be judged most savisfactory, 
considering the amount of traffic and the con- 
ditions of ice, tides and current. 

(c) Re-grading, re-aligning and double tracking of 
the Canadian National Railway from Sydney to 
points in Nova Scotia and New Brunswick. 

"Your Committee has had 2 great deal of evidence 
and some discussion concerning transportation in Canada 
generally. There are some features of ‘this probiem upon 
which we are not yet ready to report, such as the Cisputes 
between the Railways and the Bus and Trucking companies, 
and the question of freight rates, which is made vitally 


important by the distance both of many farming communities 
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and of much of our Secondary industry from the domestic 
markets and from our seaboards. We are prepared, however, 
to make the following concrete recommendations: 

1. Theat as soon as possible after the war, a 
first-class permanent, all-season highway be con- 
Structed right across Canada. 

2. PThat at’ various points and in every Province 
this All-Caneada Highway be connected by good rocds 
with the United States highway system, anc thet for 
the purpose of promoting tourist traffic the All- 
Canada Highway and the United States Highway Svstem 
be connected with all National and Provintial ‘parks . 

> That’ the’ Alaska Highway be connected with 
the All-Canada highway by g00d roads across the 
Prairie Provinces, and with the Pacific Coost by 2 
good road across the mountains in north-central 
British Columbia. 

4, That Northern Alberta and Northern British 
Columbia be connected by highway with the Fort Norman 
oil-field and the mineral areas of the Far North. 

5. That when the war is over there should be 
a resumption of the Federal-Provincial arrangements 
which brought about construction of roads in mineral 


reas, and that the enabling legislation be extended 


ie) 


SO as to permit this co-operation to become effective 
in areas where the proper utilization of any of our 
natural resources would be advanced by road con- 
struction. 

6. That the Peace River country of British 
Columbia and Alberta be given direct railway con- 
nection with the Pacific Coast at the earlies 
possible moment. This railway connection is 


essential to the proper economic development. of 
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British Columbia and Alberta; without it, Canada 

as a nation will lose a great part of the value of 

the coming exploration and development of the north- 

west portion of Conada, Qpened up by militory air 
routes and the Alaska Highway. 

‘We recommend that an agricultural, industrial, 
mineral and transportation Survey be made of the north- 
western portion of Canada, to prepare properly for that 
country's development, which has been pushed forward by 
Canadian-United States activities in the war against 
Japan; and that this survey be made Jointly by the Federal 
Government, the Provincial Governments concerned, and the 
two great railway companies. 

"We recommend further that a similar survey 
be made of all the northern portions of Canada, for the 
reason that the making of a true national economy demands 
the utilization of the resources of all our northland. 
"Your Committee is particularly concerned with 
the position of agriculture in the post-war world. Many 
thousands of those in the Armed Forces and in war industry 
are from the farms; many wish to return to agricultural 
Bite. The Veterans Land Act is a preparation of the way 
and a distinct encouragement. But very much must be done 
for agriculture itself if we are to make the land ae 
place for war-weary veterans to spend the balance of /lives . 
'Those improvements in transportation 
facilities recommended for the Maritime vrovinces given 
under subsections (a), (b) and (c) have all been 
accepted by parliament. 
| With respect to the "concrete recommendations” 
which were six in number, presented by the Committee on 


Reconstruction and Re-establishment, action has been taken 


as follows: 
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Lis This is now before parliament and legislation 
is likely to be brought down in the 1949-50 session for 
construction of the Trans-Canada Highway. 
ae This general policy is being adopted. 
Bh Road via Pine Pass being. completed by Br:tish 
Columbia Government and Alberta Government is working 
on @ programme to link their highway system with 
Alaska Highway. The road to Atlin from Alaske Highway 
is nearing completion. 
4, Road has been completed to Great Slave Lake 
and extension north and east planned for 1950. 
5. Subject revived in parliament October Stl, 
1949, when Mr. McIvor (Fort William) directed attention 
to aid for prospectors, Page 538, Hansard, and was sup- 
ported by Mr. Simmons (Yukon-McKenzie River), Page 541, and 
Mr. Murray (Cariboo), Page 543. 
The Government of Canada has already carried 
out many of the recommendations of the Committee of 
Reconstruction and Re-establishment. Where it has not 
yet acted, government policy has been favourably indicated 
with respect to all policies laid down by the committee. 
In British Columbia and Alberta the policy per- 
taining to a rail outlet for the Peace River country 
“received the highest commendation. The Committee's 
findings no doubt influenced the British Columbia 
Government in its decision to press on with completion 
of the Pacific Great Eastern Railway from Quesnel to 
Prince George where it will connect with Canadian National 
Railways. That work is under way and will be completed 
by the end of 1950. 
The Hon. Lionel Chevrier, Minister of Transport, 
stated that in the session of 1949 he would bring in 


a bill to bonus the British Columbia Railway in the sum of 


$15,000 a mile. 
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We respectfully submit that construction of a 
railwey from Prince George, B.C. to Hines Creek. Alte, 
would be for the general benefit of Canada 2nd thet the 
recommendation of the Committee of Reconstruction end Re- 
establishment should be fully implemented. And we 
respectfully ask that this Royal Commission recommend to 
the parliament of Canada that Paragraph (6) be the basis 
of legislation to be introduced at the earliest possible 
date for the relief of the people of the Peace River 
country. 

Paragraph (6) of the recommendations of the 
Committee on Reconstruction and Re-establishment --- 

"Theat the Peace River country of Brit:sh 

Columbia and Alberta be given direct railway 
connection with the Pacific Coast at the 
earliest possible moment. This railway 
connection is essential to the proper 
economic development of British Columbia anc 
Alberta without it Canada as a nation will 
lose a great part of the value of the coming 
exploration and development of the northwest 
portion of Canada opened up by military air 


routes and the Alaska Highway." 


Bibliography: 
"Canada's New Northwest" 


by North Pacific Planning Project, 
Department of Mines and Resources, Ottawa. 


Reference Maps; 


Electoral District of Cariboo, British Columbia 
Hicetoral District of: Peace River, Alberta 
British Columbie Department of Lands, Yeace River. 


(Page 7870 follows) 
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THE WITNESS: In preparing this brief we 
really have revived a recommendation made by a Committee 
of the House of Commons in outlining plans for re- 
habilitation and reestablishment, which committee was 
headed by the honourable Senator who has just spoken. 

We are reviving that point of view and also presenting 
certain other information. Before I deal with the brief 
I should like to direct your attention, Mr. Chairman, to 
@ resolution in the House of Commons this week regarding 
the appropriation by the Government of Canada of a2 
million and a quarter dollars Subsidy for a railway owned 
by the Government of British Columbia and being completed 
from Quesnel to Prince George. I should like to draw 
attention to that and also to give the Commission the 
Hansard report dealing with the discussions in the House 
of Commons indicating that all parties in the House were 
solidly behind the plan for the granting by the Government 
of Canada of a subsidy for the completion of that railway. 
I refer to the Pacific Great Eastern Railway, a railway 
which no doubt ultimately would serve this area. Hehe 
ever, the brief was prepared before that subvention was 
granted. Times move on, and so many things happen that 
the situation changes. However, I will briefly go over 
the document as I have it. 

In the introduction to the brief we merely 
point out that settlement in that area has preceded the 
railways. Formerly the plan in Western Canada was to 
build railways before settlement. For the purpose of 
developing settlement and the industrial development of 
the country large groups of people have gone in far ahead 
Of the railwys . The fact that they were promised 
transportation facilities has been brought out by Senator 


Turgeon. We have these groups in Alberta and British 
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Columbia who now, of course, feel that they are discrimin- 
ated against, and that railway facilities should be ° 
provided for them. 

They point out that in both Canada and the 
United States the building and maintenance of turnpikes, 
roads and canals, and such transportation facilities, was 
regarded as a governmental responsibility. With the 
introduction of steam locomotives, pavements assistance 
was at once placed behind the railways throughout the 
United States and certainly throughout Canada. We feel 
in our communities up there we are being denied services 
which were quite readily granted in Quebec, Ontario and 
Manitoba, and the older parts of Canada, and services 
for which certainly grants of land and of cash were 
provided by the government of the United States in the 
development of the western part of this continent. We 
point out that grants of land and substantial sums of 
money were given the early transcontinental roads in 
this country; that the two great transcontinental 
roads we have now have become very efficient ‘and thave 
rendered great service, but that they could not have done 
so if the governments of Canada and of the provinces had 
not, in earlier times, contributed towards the establish- 
ment of these lines and their extension for the purpose 
of serving new settlements, developing industry, and 
possibly also for the defence of Canada. 

Certainly in the neighbouring republic the 
Question of defence entered into the extension of railways 
to the Pacific coast and into the northwestern regions 
of that republic. Therefore we feel that the question 
of defence enters into the discussion with respect to 
the Peace River country and its development. We are 


developing Canada at depth, a matter of national importance 
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Since some of the settlements which we have referred to 
are probably one thousand miles north of the forty-ninth 
parallel. 

There is a limited railway service already 
available in the Peace River country provided by the 
Northern Alberta Railways owned Jointly by the Canadian 
Pacific and the Canadian National. As Senator Turgeon 
has said, we would seek to have the lines of the Northern 
Alberta Railways extended from Hines Creek westward to 
new settlements already having a large tonnage of freignt; 
and from Dawson Creek westward to other new settlements 
which already provide large tonnages of tFELeENs 7 to 
communities where the sole transportation medium to-day 
is the motor truck so far as the movement of freight is 
concerned, and the motor bus so far as the transportation 
of passengers, together with aircraft. These communities 
in British Columbia are cut off, of course, from communi- 
cation with the great centres of British Columbia, the 
Rocky Monntains intervening there, so that in our natural 
contacts with Vancouver and the capital of British 
Columbia, Victoria, we are compelled to go around by 
way of Edmonton and Calgary, a very circuitous route, 
in order to get to our natural markets at the coast, or 
to make the usual contacts with other parts of the pro- 
vince. 

Ultimately the railway from Frince George 
through the Peace River Valley into these farming com- 
munities would provide a short route to the Pac: fic coast, 
and would greatly reduce the present freight charges, and 
make it possible to colonize and develop these valleys 
up in the north. Such colonization and development 
would not be a matter of hazard and of experiment because 


we have shown that these settlements, many of them having 
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been there for thirty years or more far removed from the 
railways, have nevertheless developed into prosperous 
communities despite many handicaps which they face as 

a result of lack of railway service. 

COMMISSIONER INNIS: Q.. There-ig no evidence 
as to exactly where the route would go on these maps. Is 
that right? 

Bs Many surveys have been made of that region, 
and there are alternate routes Suggested, and I do not 
propose to suggest any one route. 

Q. That is deliberately omitted? 

ns I think it is properly a matter for the railways 
themselves, and for competent engineers. There are 
several passes which have been discussed. 

MR. COVERT: Mr. Chairman, since reference has 
been made to the maps I think perhaps we had better file 
them as exhibits. Perhaps we had better call the large 
map of the Peace River, Department of Mines, British 
Columbia, the. one that gives a scale of four miles to the 
ater, BxHibiat 111. 

THE CHAIRMAN: You mean this one, the larger‘ 

MR. COVERT: That is right. 

THE CHAIRMAN: This will be Exhibit 111? 

MR. COVERT: lll. 

THE CHAIRMAN: Which one is 111? 

MR. COVERT: The large map with the cale of 
four miles to the inch. 

THE CHAIRMAN: Then the smaller one is 112? 

MR. COVERT: Then there are two smaller ones. 
One is entitled "Jasper-Edson." 


THE CHAIRMAN: I have one marked “Cariboo and 


one marked "Peace River. | 


MR. COVERT: The one marked "Cariboo,“, Mr. 
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Chairman, will be 112. 

MR. O'DONNELL: It is the electoral district of 
Cariboo. 

MR. COVERT: Yes. The one marked the electoral 
district of Peace River will be 113. Have you those maps, 
Mr. Chairman? 

THE CHAIRMAN: Yes, I have them. 


BARI B LR NO Aa Map of Peace River District, 
Scale 4 miles to the inch. 


BALL TNO tO tae Map of Electoral District 
of Cariboo. 


Bee De NO 19 Fes Map of Electoral District 
Of Peace River. 


MR. COVERT: You may @0 on. I am sorry I had 
to interrupt you. 

THE WITNESS: In filing the map of the 
Electoral District of Peace River I had in mind merely 
Showing the population which already existed. there. x 
procured that map from Mr. Solon Low who has expressed 
a very keen interest in this Subject. The one of Ciriboo 
electoral division also indicates the population there. 
The large map shows pre-emptions and homesteads which 
have already been taken up in the Peace River block. It 
is not up to date, but it is the latest map which was 
available at the Department of Mines at Victoria. An 
up to date map would show that the lands either home- 
Steaded or pre-empted or purchased are much larger in 
number. It would show the number of blocks taken up 
is much greater than is now indicated on the map we have 


here. 


(Page 7876 follows) 
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In addition to the immediate Peace River country, 
we feel that, should rail lines be extended through the 
present agricultural districts, later their other lines 
might be extended north, since it brings us within reason- 
able distance of Fort Nelson River, the Liard River and 
generally the country there, which possesses large resources 
of oil, and ultimately such railway extension might be of 
consideration in the development of the uranium resources 
of the north, since it is possible that the Mackenzie River 
Valley might in the years to come be served by such a rail- 
way system. 

I have not referred to the mining cevelopment of 
the southern part of that area, but there is very extensive 
mining development north. On the Mackenzie River a very 
large copper development is at the present time under way at 
a place called Pine Point, and that should be considered 
possibly later in discussing any transportation services for 
that part of the country. 

COMMISSIONER INNIS: Q. Where is Pine Point? Is 
that below Simpson ? 

A. Below Simpson on the Mackenzie River. I have not 
the map before me, but it would be this way from the con- 
fluence of the Liard and the Mackenzie. 

Now, your lordship probably does not wish to go 
into a discussion of the military side of this question, 
but it certainly is pertinent at this time. During the war 
we Saw many Russian aviators at our airports on the north- 
west staging route, beginning at Edmonton and continuing to 
Grande Prairie, Fort St.John, Fort Nelson, White Horse and 
on to Fairbanks. They came from the U.S.S.R. to take back 
fighter aircraft supplied by factories on this continent. 


So we feel up in that part of North America that we are 
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very close to the U.S.S.R., we are close of course to Asia, 
and are probably the frontier Of America with resoect to any 
international complications that might develop, 

We feel, with regard tS the expanses of arable 
land, large open valleys, which are there, if they remain 
unsettled and undeveloped and unserved by rail transporta- 
tion, that it is not in the national interestsand certainly 
not in the interest of good will among nations, in some of 
which people are very cramped and crowded and seek more land 
upon which to grow food, that they should remain unoccupied. 
It might very well be saia that Canada could afford to open 
these valleys to settlement by our own people and also by 
worthy people from other nations. Such a colonization could 

‘be carried on only if rail services are provided to that 
part of this nation. 

An added defence of the northwest is bound to be a 
busy and prosperous citizenry north of Edmonton. Le bo 418 GC 
Say, we saw during the war the great cost of hauling food 
and supplies from the midwest. from the heart of AMCTi68.,. £6 
Alaska over the Alaska Highway, and it was borne in upon us 
that the production of food right in those valleys would be 
good not only in the peacetime economy but of very vital 
importance in the event of war. 

We are suggesting that the extension of those rail 
lines, even if only a small portion were done each year, 
might be carried out by the Northern Alberta Railways, owned 
as they are by the two great national transcontinental rail- 
Ways, and that extension would of course be profitable to 
them, because there already exist there large communities 
Waiting to be served and with a large tonnage, as I have said; 
and, as I should like to repeat, they are ready for the rail- 
Ways whenever they extend into those valleys. 


In chapter 1 of this submission we point out the 
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precarious position of British Columbia in regard to food 
Supply. It is a great province, wealthy in so many things, 
yet able at the present time to Supply only about one half 
of the farm products which are consumed in the province. 
Of course, they are imported from Alberta and other parts 
of Canada, but in other days we in British Columbia imported 
most of our butter from New Zealand and certain meat products 
from Australia and from New Zealand. We have a great pro- 
vince there, and our security would be just that much 
greater if we provided ourselves with the food needed for 
the support of our people. We Say that the extending of a 
rail outlet to this country would enable greater supplies 
of locally grown food to go into the markets of Vancouver, 
Victoria and the other cities on the COants That is: of 
tremendous peacetime importance, and certainly in the event 
of any trouble in the Pacific it would be well that our 
local communities should have their ow Supplies of food 
and not be obliged to have it shipped from the ends of the 
earth to that point. 

The railway which has already been provided for to 
Prince George would serve the great Cariboo District, that 
is, the livestock district of Cariboo, and even that exten- 
Sion now to Prince George will be very valuable, since it 
Will p@rmit of the shipment of goods and supplies from 
Edmonton. It is still the long way round, but supplies: of 
cheap grains, for instance, for the stock country there 
WOuld be of great importance. They shipped out of the 
Cariboo last year 30,000 head of beef cattle. Now, the beef 
industry there is handicapped, because it is a grass in- 
dustry; there is not enough grain and fodder grown in the 
country to maintain those herds over the winter, so that 
when the grass is over the herds must be slaughtered and 


sent on to market. In the event of being able to get this 


a 2? dupes Wi a vee 
AISNE, Beit joitsnne' aed i ie pon # 
4 Paes ‘sand Sans bind ‘seat povaoant: ona. By 


Be) rier siamilos vied tend: ab laced saat ~~ u 


| SiC Bi yrialy au Neate ah +e hee. aie “i As io a " 
ey ifr ate peta) Peay nay See “hhuew vhidugae EAR hiss se POE , : 
Ws Hed hehont Bast sit RAgw settee, paphvona: ‘all Pt este oe 3 


Pe i che Apitier utica, geht ets 46a ay \eptaoen no she tn 


(3 


we anes Neuen: Pan hwerty af Sear yy: wie: eM ooh ft okt toy, 
oe Bre “ Pe oat. oak hid oF soot AES eicaont Ao) 
aor. Dat! ..eso0 eed He MURR RS, aagito. paket bets adnonalel 
shincree saa) uk ADR Puy apaadangat amibgiagneg vnenae 
| ait pa Lien ot ee sisal a Heroes ‘ety oS steers - Me, 


Red TG MeL Coats eo nage’ oe beleigee Ae REC tebok | 
det 46. abbas 4° eager ates, ad ae ot bpatiito. ad Anes “a 


:, i hy me Bie ROG tadt, ot 


fy! iy 


t i ee. 2 mt : Bea % ES See ae Si aid 68 aa sneha demaljtan itt ne ns a Le 
peeks CF ORES LY CORE MED 8 ey Bae) DES BRNO Atwow oa oad inet’ 


BOARS Oy! ae ro Fah site: nD 10 tapi ete wood eautt amikl at 
of co gonteg ot 580 0 


a # i ere od ae Ceeun ov 9 Ee ist fd bw: = 
US RR Aa Gar ean: CURA ti, tegipentcte eg to oy 


eae se hiaarg Te neares a grtot Irie Atte 6 ah Ol aed. 
bi ERETE Igi4 agpea “Isis: vot aonoky au wt 
iy os : . AS is 


Se Se) tee Pe aateA teas aaoges ere nf deg. 20 9h baci 
ig hilly pain, aN hae: nf BW 8 mes Sask soit 

At. Bee Ae. f sh abs peste Sot age | 
antl gt anes 2 pain gos heen a9 
Date fe Benin we | 


fee eo 


-~ 7879 - Mr. Murray, M.P. 


cheap grain in from the Peace River Valley and from the 
north, they would then be able probably to double the live- 
Stock industry of the Cariboo country, and by so doing would 
make British Columbia self-sufficient in respect of the 
Supply of beef. That I think is a matter of great import- 
ance, and of course I think will add to the vorospects of 
profitable operation of a railway out of the Peace River 
country to the Pacific, 

Statistics could be provided with respect to the 
present production in the Peace River country of cattle and 
so forth, and that is set out in this brief; I do not propose 
to go into it in detail here, Mr. McArthur, the head of the 
Northern Alberta Railways, figures that the area which we 
believe will be served by a Peace River-Pacific outlet 
yielded this year 25 million bushels of grain. Now, as the 
Senator said, when Sir Henry Thornton was active at the head 
of the Canadian National Railways, a statement was made by 
him that when 10 million bushels of grain were produced up 
there, that would be Justification for extending the steel 
into those communities. We now have many times that amount 
being produced, and upon the wide publicity given the state- 
ment of Sir Henry Thornton and other leaders at that time, 
Settlement came in and people went in far removed from the 
head of steel, and they are still there, and they are hauling 
their grain in some cases well above a hundred miles; the 
average haul would be sixty miles, for those portions al- 
ready settled north of the river. People apparently like to 
go out into distant places, and they certainly go where the 
land is good. That new land and those new valleys produce 
very good crops. The average this year in the Peace River 
country -- that is, in the northern part of the Peace River 
country -- would be very high as compared with that.in any 


other part of America. This was an unusual year, but every 


gia. Ka 


Ste ee 
A eae oan 
J SIRS DEEN, suteres Boe Naey tee eed ae a Rade 
t ah } ] ying? ; 
Bay Bott Bae (oilav “south “eoest ‘pd Aon? ar 
rs Wee) NS oe Cc en aia ee ads ae) 2 a 
ivi tl ote etttedh of eidsdorg side on" rend bisow" > 
OR Meee erie ws at a ein feud ReReP ea : 


vi as 
* 3 t i ai An é * aoe so af 
hiner 24bOb ae vi. Bre .yadenos dirdta®) ort ae ee si fe 


ake Te lebee ie mine Ot fone 2) a ae Ys a Ho, ' wedi A, 
: Cae eat Pee te a “ai e 
ant) to soscsay.ol dete cries REKe ey Slt a} vy, bh $3 
Pee Le oe dean sock mira Ra 
, . . i} ot , . nar y 
- in Pip “ - ett 
4 Et Gayl Pers, Fe ham S ished L VeaCe 
pay Fe Ss © ss el } 
“ i ss . , : bie é 3 % 4 
’ J fal { aS hee . } ! : ‘ Ry , maga ah tig 1S iran ; 
. a oa a a ee | 
Se a eee ie Og OF TE Late Mito t enerrsi is) “Yo ‘bas’ one is 
ey “ ah bay a " ; as L : * i : f: Pa . . J i, 6 
) * oe y ‘ : } is “ 7 1s, 7 + ness ie F 
i e rn Gc ota 
é ep eet 4 ny . j % : Vy , Wy yat *A ato Rae one af dad t? 4 
oF : ee “aq th = Scie 7 
‘ ae. s ta y - Lot es ee 
, ‘ nt oo) ‘add i Z% Fcidts%o : 
we rout i j : i i P 4 - # 
i * Py ie) han * ne Tay ’ ahr 3 28 ee i eae y v . a ) fee 
; % ee le oe u > 45 P Ar ee i ; j 
TORCH Shy Boblyvowt Ag Baeoe 2 ey tats Te re fs 
, — a eS Li Pi Sa ae 2 dung s 
Seid “VLE Sheek aly mt eo ts SybO% q lansess 
? / ~*~ . Al aly t 
fh + . he Ap s 4, a hedge ae “he . . ia 7 ach ros 
oe So ‘ Cee eae (itt | f oa" vt 
y p a . 1 <a +" Vt 
waren ton 05 7 rerd’ ehat. ce Y sade bas” tie | 
ines Ae Tdi On aaa a cil ange Beans aaa a ‘ : . — my | 
eed wa Pe i st & i 2 ' ae Cie z ir a4 ‘ be = S ; Fae fae sf ti oe Wy 
5 tia bo) 4: ~ te tao a rs e ey 7 me 
i“ pe iS vy x < al i A \ eres ap Yh J &, = a tj ot 4 a tig ore a ih 
way A ‘ * 4 ee we a * ih . 
g 3 oe rie “4 N { 3 ; opie : M 
a tat a 
be eee ete Baek wen ie Korn e? ays Een Bs 
as ; far ay 7 ne j a pie 4 { 
at imey lA eos) a: h DI ISs 
i nee AT i i i ‘ a ry ra 
ca atedoue AWOL ita cS tea 
~ , h ar j sta 
‘ “ sh pea 5 " ae typos $34, a As oa a HE ; 
tt! guaok TEA Had shaw 598 eile 
Pee he al fy. eraser Ko Hee, HERE a9 780 
A » ‘ , ie) ) | 
‘ ‘| f ; ae Liam if fh, 
; = hat ay 
fod 4 t A " 
: a fl a " 
alate 4 Pe) 
aS ' i q 
if 5s a) ings tak . 91S 
; é mM + a’ é sh 
\ 
ais Saige Aa Be plea ‘ tev vee 
i ahi” dlaatead ots 1 ga nal a este 
Perea SE a Wee Veh Wen. ov Bole t sere» 2 80) ia tc 
Biheet stay sre ; ' 4 : “3 
vn ie: seaneute 1 hides oi 
x eis 2 t terse 
J gk dint at re “ep by Pps fal ee “ip eae | ‘ 
sept ele dF ta cohen bok 
nN Ai ; “ Pre Shieh aeee e Paa eek, 5, ey re. ae 
fi Bn 
4 RS) he” Bit rate eat, 0.3 aoe r 
= ad sd i Pan x " 
is, : ‘ vs eee 
, 3; 
¥ hy "4 WiZ : 5 achalitty | 


4. Lie 


te icabete ‘base 


pod paeine sheath 


‘, cee , 
“oy Md ! 
whe apoio 
a & i a" i 
fag 
eo 7 on 2 sinh 
Me af net - ar the o Mj re 
We : > . + fy a. Sie 
. a ea 4 1 ae P bse meas 
i (Ff bs | “" \ 7 
. ' Fed seul dey x me iy a i? lahat 
oe MOS etreedy om. rig Oe he Ce, ee Ae sae 
a pbs ET ial ancien Fe a 


ee Pact Borp: " ae (e: ae, 


, a RONG Ailey wea aaodd ade hey 


4 . = nt e. 
[ye . ees ey Meies Meet EW eat Rares 


ra Swi 


ixt a8 


St ae Ps ee 


- 7880 - Mr. Murray, M.P. 


year finds a per-acre yield up there which of course 
attracts farmers and settlers into the country. 

Now, I have set out in the brief here the possible 
arable land in that region which would be served by a rail- 
way. These figures are from the Department of Mines and 
Resources here in Ottawa, and I will not read them Ort; 1% 
runs into millions of acres. The Finlay and Parsnip River 
Valley and so forth, and other valleys, are well known to 
the Departments here at Ottawa, to the Department of Agri- 
culture at Victoria, and to others who have studied this 
Subject. We refer to a publication issued by the Department 
of Mines and Resources, "Canada's New Northwest", and we 
quote from it a paragraph stating that if the arable lands 
unsettled in the northern Pacific region -- that would in- 
clude the Peace River country and the other valleys near 
there, and also some country on the coast -- if that 
north Pacific region were fully developed, between 265,000 
and 282,000 would be a reasonable forecast of the population 
that might be expected normally to settle in the region. 

We point out that, with a great backlog of agri- 
cultural land, natural resources in the wayof minerals, 
forest resources and fisheries, this is the time when a 
serious effort should be made toward extending our lines 
of transportation into that northern region, thus taking 
the pressure off the great centresof population. We would 
point out that the building up of cities in Canada has been 
carried on to a point where we are massing pooulation in 
these great centres such as Montreal, Toronto, Jinnipeg 
and Vancouver, and most of the time of the Houe of Commons 
last week had to do with discussion of matters of housing, 
rent controls, great problems which are born out of these 
great cities which are being developed; and it is our be- 


lief that more attention should be paid to rural Canada, 
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and that the opening of these valleys and the encouraging 
of our young people to go into these valley communities 
would take the pressure off these great centres of popula- 
tion and would add greatly to the production ana wealth of 
our country, and, more important than that, to the peace 


and goodwill among the people of Canada. 


(Page 7886 follows) 
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Now, I have here in ChepterII the softwood resources 
of that ares, These again ere set out in the book from 
which I have quoted "The Mew Northwest". Beginning at 
Prince George we enter 3 forestal region along the upper 
Finlay and those other rivers which converge at 
Finley Forks - 5 vast area of softwoods, an area in 
which there is ample water power, great coal resources 
and every indication also of Supplies of natural gas and 
of petroleum. But we would say that the softwood 
resources there (and they are listed on page 16 here) 
is pretty ample proof of the opportunity for the invest- 
ment of money and the development of industries there 
along the lines of plywood, lumber in all its departments, 
and more particularly of pulp end peper. These figures 
may be studied and I do not propose to gO ove them 
now. It may be said thet in the Prince George forest 
area at the present, - and many of these would be north 
of the C nadian Netionsl Railways and in this erea towards 
the Peace - ere several hundred small sawmills which 
operate and send their lumber out to the Canadian National 
points between Jasper and Prince Rupert. 

Now, Chapter lll relates to the coal resources 
of the Peace River and I have been told by some experts 
unless we step rapidly forward with the transportation 
development, that our coal resources there will not be 
3S valuable as they were when Sir Henry Thornton was 
President of the Canadian Netional Railways, and when 
coal played such s pre-eminent part in the economy of 
Western Canada, But the known resources of coal there 
ere very extensive. The value of this coal in locomotives 
and so forth has been proved by repested tests, 

There are three mines opersting now in the Hudson- 


Hope Area operated by men who are prospectors or farmers 


Nit Ba 


be! 2p) bid Fi 


wu 


’ as eee re , Ta 
Tt be Jie ey Bit +3 roa iy + ae 
Lom es et come: bash i 


+ . . 
ce) Hood S63 dw tom | San mbene, ing 
inn Py Etats ‘7 


ra 3 Pe Piao. 


a - A et) | > , 
es sok di MB fe ne ep ; a. aca a oie 


a dei ow Fan ol 


y ad iol 
Noltiw stasis sore9o- sac oe “othe 


~~ Suk me a3 : < ¥ ~ <i be ~ a8 | Mae ‘ 
‘ inwer a via ‘ P ; . ~ " = ns fi 2 * 4rts ; 

Ud) Behr lRo" 4 Jeong .THWoy, Tetew, Sagea ign ? dd agen 

= 2 ‘J : 7 - Y wy i ra VA vy - 


© - PS e ay lee a - aa sae a4 | 
NR itt Aa iS hs ee ay Sia ee | 
ts * 4 - ¢ ] 7 ad 
iS GER any. . eat ii a oO dase 2 toe o1beit a Sve baw: i as 1 
ay } t . “« . . 7 20 OF ees a 
Beit: ey eC et are ec 1 oN e 4.3 - se a 
Se SE Sie ea i SPE a NA RNAUE ta tester siesta Dat diag Soe) | 
Pty fy Ht-g oft twit Yen SLOW ae wea Simualowiag Soo) Dine 
wit ia \ es ‘ iy ' Aa : . # 4S mee! et a ' can fel 
be \y y : ts aa ai i Y pi -. po 7 r-. « aa ; ‘ r+ ms ; ; é a 4 
y 4 ete ik | re, Hose Et gelS: VOC aS 7. Sere au5 ago , > wu 
a a tc - . re 3-4 A 7 . r as ae “te uy oe on A Pada Core. al ae A~ 3 
- a + ee the es 4 wr) oe é if Pa _ 
ei? te me : ~ Be : j , J 
~ ‘ 3 ‘ i. i. C @ yy we ay , ig : j 
‘egegvat amt i Stas Toge nt: 3o JoeIq SLqas yitetg 8. io 
5 ‘ 
Ly ey Pees REENE sacs tty leone prex pues : eee 1 
Ate et Wen AR ) F Pray ee ae 4 ae hig ion I Va 
>” SRads: Salis ciate Snot LeveG: of De. Yerhon nd Sem a yy! 
él . ag ‘ * 4} vb 
' ma ae > i yA 4 ' 
} : bbe . 7 a mF < oT ri 
Hot Life. a, amet:  Soowg hg” to Bball; add anole: - 
4 iia f baat . y 
tS pee ofed te eltelvoivgeg “tom bas : 
is on ea i ; - 
s - y = o . 
4 Pies { | ft ty Ji I bh) J Te ~] q Ye i ; ' 


~ , ny 
, > ~ ‘i. ie 2 , 
te ; i ier ,3n tq sav. 683o" 
: ay “ Js ta et , 
2 ¥ ! ‘ as i 
et eA L[aaokted ag then 0 emt tos 


amet tf aN? bnee bn otetsgs 


aed a ve A Oa a t = hue vi 
Paner var Ce tte tot.) beeen 4 rn 
r ws one . 2 UBD ti - bs by 32 tl A Bd Seiwa oO el TINIE ae aA 
, u y \ he 
E . : 
f el e ‘ee i , ) * 
Ye  AIRCOR IE LGiN9 a au af yr Lil “lL ge tah ~ a WE KM ah yi 
BRS ee ONS SN SE ee ae ye ee WR es 
fl } 4 LE Me oe : me aN + M! ie Rape > ve aor by f 
ay Bee Fit f pfod desd eved T bae sevih speed std 10!" ' 
Sti eae ee ral ria . ; 2 3 aay é Uw , * 5 ae | i a2 : iv. 
te : = ; a 1 i . ¥ Ch ‘ay in eee ae f + —. | 
ay MO Ax : a ? e ss 4 Vie uve tyre? ured t MLD LQ8't {a¢¢ 5 SW pas Lag 
‘NSE i Mester t ‘ betel res a . 
- a. @ tidw sven esorugtet Isto auc Jans 
bs j pees byt i “13s 
‘ « *3 SD Tae , . ; 
Ac i WB gene SxeW 4 : Sa av 8 
\ y ' ‘ re as cape ple ae me 


Lege sem (sy redoonal at ao taebte 
iti fa Lg se dia pit Seah pea etn 
drag tnonkee, 9% e Hoa ai ct eA. 


sed 


banine Sym pe ah |e: ame aA? 
dg is 6 4to saseuc 808 ie gan! : silt te re arts as 


i) athe 4 


or fe) 


. <a . 
uf é of te 7 ice es ene = 


gov Ldomoaot ra Leo's etn: Pe “bel fav at 


he ae eh igh f Fae CRE he ts 


iw 


vy aetget bs3 saqet ve hove 
Pui ciel a alee A decane 
oonoehGl . 


“oe 


- 


TSS fs Mr. Geo. Murrdy wm,p, 


who have very little capital to go on with their work, 
who have built their Cipples end so on with their own 
broad axes and saws. They heve found workers among 
fermers and settlers and they ere now hauling thet coal 
by truck. They hseul eooal 120 miles to the Northern 
Alberta Reilways st Dawson Creek for use on the boilers 
of the locomotives on the Northern Alberta Railways, 

end you have the fantastic example in 1949 of men with 
hend shovels Shovelling coal off a truck at a railway 
terminal - coal to be used under the locomotives, 

the Value of it in heat units, and so on, is quite well 
pointed out; otherwise, the Northern Alberta Railways 
would not heave given them 5 contract for all they could 
haul out to that point. Now should a rail line be 
extended into the Hadedn-Hope Area, those free lines ana 
many others possibly would be at onee ready to load coal 
cars to supply the markets of Vancouver, Seattle, or 
between-points or probably to ship coal as far ag 
Edmonton end to other points further Esst, 

Now the Alaska Highway is dealt with in Chapter 1V 
and thet is en entirely new reason for the construction 
of this railway, at least new in relation to claims set 
forth to official bodies such es this in years gone by. 

The Alesks Highway, as you know, extends from Dawson 
Creek 1500 miles north to Fairbanks, Alaska, and there 
are on the Highway more than 100 stopping pleces at the 
present time where tourists ond others travelling on the 
Highwey may find service. These are hotels, lodges, and 
the like, where gasoline is available ana where gereges 
are available, and there is a continuous traffic on the 
Highway in both winter end summer. Much of the freight 
passing over the Highway originetes in the United States 


and is hauled by truck from places like Great Fells, Montena, 
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and Seattle, Washington, to Fairbanks, Alaska, There 
ere at least two truck lines which go through, the 
American goods being in bond, and they move on a reguler 
schedule throughout the length of that Highway. 

The Highway, which was built as 3s war measure, turns 
out to be of trememdous importance as a peace time service 
to that country; it has opened it up throughout, Now, 
mining industries have Sprung up elong the Highway and 
prospectors have come in, sawmills have opened up, tourists 
resorts have been established and settlements have come 
into existence, For instance at Fort Nelson, three 
hundred miles up the Highwey, there has developed a very 
Sizeable town, Fort Nelson is a point from which shipping 
mey be carried on down to theArctie towns of the MacKenzie 
end the Liard Rivers, It is a place which is growing, 

Ges has been found along the Highwey. At Mile 238 a 

Gas well exists. At Fort Nelson, near Mile 300, netural 
gas has been found, I think traces of valuable helium 
Gas are conteined. Coal has been found on the Seguenpy 
River. Iron ore has been found in certain areasy OL 
would not say it has been found in commercial quantities. 
Theat is e11 so technical, that iron ore would have to be 
found near coal and other facilities for developing it, 
but it has been found in there. Gold is found at various 
points end the base metals in the territory served by the 
Aleska Highway. 

Well, you have on the Alasks Highway an economy depend- 
ent entirely upon motor trucks, motor buses and air craft, 
end it would seem to be in the interests of the railways 
to extend their lines so as to be able to service that 
region better with railway service, 

Settlers are going in from the Highway in 911 directions. 


At sbout Mile 70 on the Alaska Highwey cestward one hundred 
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miles or more beyond the 120th Meridian to.a. 

point east of the Alberte-British Columbia boundary, 
land seekers have filed on unsurveyed Crown Lands during 
the past year, Access to the township which are being 
taken up is through Fort St. John on the north side or 
through Dawson Creek snd Cleyherst on the south, 
Fomilies from Scskatchewan sre among those filing on new 
areas in Township 88. In some instances these are from 
the dried-out areas in the Prairie provinces, and I 
think it is worth while pointing out here that Canada 
would not need to worry much about these dried-out areas 
in the Prairie provinces if well-watered areas, fertile 
lands, were made available in this part of the country 
so that those people from Saskatchewan, many of whom 

are coming of their own volition might be encouraged 

by governmental suthority to move up there and find new 
homesteads in some favourable area, all, of course de- 
pendent upon having some sort of transportation facilities 
provided other than that now availeble. The bricf 

here points out the number of thousends of ecres of land 
between Fort St.John end Hines Creek, Alberta, which 
have already been supplied under the new land laws of 
British Columbia. It is customery to place adverttsemerits 
in local newspapers for every parcel of land must be 
edvertised. 

THE CHAIRMAN: Mr. Murray, whet ere these settlers 
along the Alasks Highwey doing now? 

A. Those who have gone into the Halfway River 
country fer to the west are engaged in stock renching - 
lumber and cattle. The country is very similer to that 
of the foothills of Alberta and many of them have come 
from Alberte. They have cattle and horses in the Half- 


way River Country 3nd some of them ere two hundred miles 
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from the reilhead. Those to the east, towards Hines 
Creek, would engage mostly in farming. 

Q- YOu mentioned families from Saskatchewen. Whet 
would they be doing? 

A. They would be grain farming, with possibly s 
thought of growing seed. The production of alfalfa seed 
is a new industry which is going good there. It may be 
taken out cheaply and brings a good price so many are 
going into that line of farming. It would be grein 
farming in the Peace River block but towards the mountains 
I think that stock raising would be more the line to be 
followed. 

D ily buses travel the Alaske Highway and 
these ere ca thee out of White Horse, Yukon Territories, 
by the hs Se Pea, Company end regular mail 
services are provided. Those trucks from the United 
States carry perisheble goods generally, such es fresh 
fruit, and one line, I believe, is used in conveying beer 
from the United States to Alaska points. It comes, of 
course, in refrigerated trucks. The maintenance of the 
Highway is carried on by the Canadien Army, and in the 
House of Commons 3 sum in excess of $1,000,000 is voted 
for maintenance. In the vacinity of each stopping place 
on the Aleske Highway is the nucleus of a new settlement, 
and as the years go on no doubt these present stopping 
places would develop into small villages, 

Now as to the national interest in the question of 
immigretion and settlement, in Chapter V I refer to a 
group of settlers from the Sudeten eres who came into the 
Peace River Block in 1939 - refugees, victims of the 
Hitlerite movement in the Sudeten eres. More than one 
hundred femilies reached Tucker Creek and through the 


agencies of the rsilways, and I suppose the essistance of 
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the Dominion Government, they were settled there, 

They were Germans, could not speak English, and meny had 
811 sorts of misgivings as to the success of this 
settlement, es to how it might turn out. They heve been 
in there now ten yeers and it is the Studied opinion of 
colonization experts that the settlement wes a tremendous 
success, These people have taken on the weys of the 
country, schools have been built there, churches, they 
have cleared their land and built their homes, usuelly 
right out of the bush without eny thought of any loan or 
assistance except the small sum which wes granted them 
when they went on the land, They supply deiry products 
to the nearby communities and have turned the erea which 
they have teken up into a very profitable and successful 
settlement, and we think thet this is an example which 
could be very well studied and while it might not be in the 
public interest to have too many settlements of foreign 
people together, yet this Sudeten settlement stands out 
as 2a tremendous Success, and there would be, of course, 
opportunity for = greet many other such settlements in the 
area which I have referred to, 

The Canadian Chamber of Commerce at 9 convention at 
Montreal just lest week, passed a resolution dealing with 
the need of the country for immigration. Another resolut- 
ion passed by the Chamber of Commerce had to do with the 
Subject of transportation, not specificelly, but they 
pointed out that to assist in the development of these 
resources, provision should be made to provide sedequate 
transportation facilities. Now the Chamber of Commerce 
convention was attended by delegates from, I think, six 
hundred and twenty-one Boards of Trade and Chambers of 
Commerce throughout Cansda, and efter studying these 


Subjects, very cleerly they committed themselves.in these 
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resolutions to, we would like to say, 8 support of the 
general ples which we now place before your lordship, 
Now, in conclusion, we merely wish to repeat that 
we ere corrying on the recommendations of e special 
committee on reconstruction end re-establishment set 
up by the House of Commons during the war period, and 
headed by the Senator who So kindly introduced me here, 
and we indicate in our brief some of the recommendations 
made by that committee, I won't read them over; they 
are quite numerous. The committee attended by members of 
all parties of the House, who sought to lay down a sort 
of industrial charter, as it were, for the postwer 
period. Their grest Number 1 recommendation was that 
an all-season Highway be constructed right scross 
Canada and so on. They suggest in No. 2 "That the 
highway should be connected by good roads with the United 
States system" and so forth - No, 3 "That the Alaska 
Highway be connected with the All-C.nads highwey by 
g00d roads across the Prairie Provinces’; No, 4 "That 
Northern Alberta and Northern British Columbia should 
be connected by highway with Fort Norman oil fields and 
the minerel areas of the far north" and so on and go 
forth, 

Now 811 those things have been already accepted 
by the Government of Canede or have already been carried 
out with the exception of paragraph 6 of the recommendat- 
jon of thet committee,"That the Peace River country of 
Alberta be given direct railway connection with the 
Pacific Coast at the earliest possible moment, This 
railway connection is essential to the proper economic 
development of British Columbie end Alberta; without it 
Conade as a nation will lose os great part of the velue 


of the coming exploration and development of the northwest 
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opened up by military sir routes and the Alaska Highway", 

Now we merely wish to point out thet 311 their 
other recommendations were carried and No. 6 was not 
cerried out, 

Q. Ws eny resson given for its not being carried 
out? Was there eny controversary? 

A. No, I think there is 3 general agreement that 
it should be carried out. All parties seemed to be in 
egrzement thet it would be in the seneral interest of 
the country but who is to take the first Step in setting 
out 3a project of this kind, which is bound to cost 
@ great deal of money? 

Q . It is only the Government that can say that? 

A. Well, we say in our brief that it is properly the 
responsibility of the Government of Canada to see that 
there should not be discrimination against those people 
now in that eres in respect of transportation, and that 
in the broader picture the work should be carried on for 
the benefit of the nation. 

MR. COVERT: Mr. Murray, I want to ask you a few 
questions but before I do so, Mr, Chairman, I want to 
make this ennouncement, that one of the exhibits to 
Mr. Murray's brief consists of a film of the Fort’ st gohn 
District, and arrangements have been made to have a showing 
of the film for the Commissioners and other perties to- 
morrow evening, Thursday, November 10th sat 8.30 in the 
evening, in the National Film Boerd screening room in the 
Sovereign Building, 71 Bank St. between Sparks end Queen, 
There is accommodation for 40 people there, so that 
council end others representing organizations and associst- 
ions sre invited to attend, 

Now, Mr. Murray, in the introduction to your brief 


on page 6, you esk this Commission to recommend to 
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Parliament that an early stert be made upon the 
construction of such railway extensions in the Peace 

River country of British Columbia and Alberta as will 

link the settled areas with the Northern Alberta R-ilwey 
end with the Canadian National Railway at the points 
mentioned, sand you esk that this undertaking be carried 

out jointly by the canadian Pacific Railway and the Cansdior 
Nationel Roilways under the British North America Act, 
Section 92 (10) (a), 

Now whet I wanted to ask you is - I gathered from 
the remaining part of your brief, where you took it 
chapter by chapter snd showed the tremendous potentialities 
of the region in mining end from the point of view of 
agriculture and lumber and so on - you feel that this 
eventually will be 3 paying proposition, Is that correct? 

A. Yes, there would be great tonnage elready 
available there and it would be 3 natural place for 
investment in industry snd developments. 

Q. Have they mede any estimates of cost at all as 
to whet these extensions would cost? 

A. That, of course, is in the field of the 
engineers, The cost, of course, to extend from Hines 
Creek, which is an open, flat country, would not be so 
great as in the mountain area, 

Q@.» I was wondering if they hed any rough estimates 
of mileage and probable cost. Do you know if that .has 
been done? 

A. Well, yes, there ere reports upon that I thin, 
and they should probably be placed before this Commissiom: 
However that goes into the wider field. In 1931 there 
Wes a very complete survey made of this whole problem by 
the Canadien National, Canadian Pacific, the Government of 


British Columbis and the Dominion Government, and the 
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report of that Survey would contain ebout 31l the informst- 


ion as to terrain and as to the resources of the 


thst coul 


country, 


d be got together in three great volumes. 


(Page 7900 follows) 
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Q. My point was you are asking the Commission to 
make a recommendation. TI Suppose they should have pretty 
Specific information before they do that? 

A. Yes. Many surveys have been made. I am sure 
the railway men know that, and they have blueprints and 
exact information as to every foot of ground between 
Hines Creek, at any rate, and Prince George. 

Q. Has it been estimated at all as to whether or 
not it would take quite a long period of time before the 
railways would pay their way? 

A. I think it would be reasonable to Bay that if 
the rail line was extended from Hines Creek 100 miles, 
or at least to the Hudson's Hope area, there would be 
immediate revenue which should be very valuable and very 
profitable, Of course to say it will pay the day after 
the railway is opened is another matter, but all these 
facts are pretty well there,and I think an economist could 
go in and tell you in a very short time whether or not 
it would be profitable from the outset. 

Q. There was one very interesting observation, Mr. 
Murray, in chapter 4 at the very end, page 23. 

THE CHAIRMAN: What page? 
MR, COVERT: 23, at the very end where he points 
WNorth of Dawson Creek are many young people of 
voting age, born in the country, who have never 
heard a locomotive Whistle, or viewed a train of 
cars, save in a moving picture film." 
I think it is indicated previously this is unigue in the 
transportation world. They are served now by bus and 
motor truck and aeroplane. That is your point, that they 
have no railways and have never seen a train. It might 
be suggested in view of some of the statements that have 


been made before this Commission that perhaps they are 


Ay 


a fo. Mr. Murray 


lucky. Would you care to comment on that: 

A. Well, some of their parents are very lucky when 
one hears of the extreme difficulties they are meeting 
with nowadays in the great centres of population. 

Q. But you really feel that the railway is 
‘essential to the district? 

A, I Unless we will assume that motor trucks 
Supplant railways; we are dependent wholly on motor trucks 
on the north side of the Peace River, and if freight can 
be moved economically by motor trucks then of course we 
would not need a railway. Unfortunately for these 
bulk commodities like grain, lumber and e0al, bao not 
see that the motor truck is an economic means of hauling 
long distances. 

ae I was wondering also if you had noticed that over 
a period of time the Northern Alberta Railways have suffer- 
SO elicits? 

A. Yes, that is stated, and one wonders if the 
Northern Alberta Railways cannot make it go with 
the tremendous volume of tonnage carried, it must be very 


difficult for other lines serving less prosperous com- 


munities. 
Q. I was wondering if you had any view -- 
A. No, and I refuse to go into that question because 


the railway is owned jointly, and they are constantly 
renewing their lines. Maintenance and renewal must 
run into a huge sum of money, and 1 am sure they are 
likely paying for that out of their earnings. It is 

a very technical question. The rental of equipment and 
SO on is something that is quite beyond my field, and I 


would not care to discuss it. 


Q. Have people been in constant communication with 


the railways about the matter of the establishment of this 
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line? 

A. You mean in regard to requesting? 

Q. Yes? 

A. Well, the war period, of course, set that all aside. 
There was a very keen feeling far railway development. 

Q. Since the war period? 

A. No, we are just now coming out of the war economy, 
and people did not ask for this at a time when there were 
so many other things pressing. The development of these 
airports up there, for instance, the airport at Fort St. 
John, is one of the largest in the northwest. It is a 
great air terminal. Surely one might consider the value 
of extending the railway into that region since it serves 
the whole northwestern country and Alaska, andd_ so forth, 
Yellowknife and Fort Norman, and so on. Of course, 
freight would have to be hauled only 50 miles from the 
present head of steel, but it would be a new reason, the 
tremendous business handled by the northwest staging 
route and the amount of freight and passengers which come 
and go. 

Q. I suppose the suggestion really means that the 
railway be built by hoth the C.P.R. and the C.N.R. Is 
that. correct? 

A. Well, the Northern Alberta Railways is welll 
Operated, and it gives very nice service to the people. 
The people are quite pleased with the manner of its opera- 
tion. 


Q. Your suggestion is that this railway would be 


Operated jointly b.y the two of them. I suppose you would 
Suggest if it was operated at a deficit it would be sub- 
Sidized by the government. Is that correct? 

A. That is true. I think it should be on all fours 


with the other railroads in Canada. 
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Q. Now, I was wondering if you had seen an item in 
the Ottawa Evening Citizen of November 5th under the 
heading, "Northern Empire Foreseen, Population of 
11,000,000." 7 

pe reo, t saw that. 

Q. It seemed to me to be quite a coincidence that it 
came just at this time. It is a report from Washington, 
and I notice in one part of it they say: 

vote development of these lands, necessary in the 

broad national interests of the two countries, 

depends substantially....on transportation and some 
move looking to co-operative action in this direction 
seems needed." 

They refer to a report that a railway line to Alaska 
was surveyed during the war through the Rocky Mountain 
trench, and go on to say that the report -- 


" --remarks that 'this route provided easy gradients 


and a straight alighment with few natural obstructions, 


from a junction with the Canadian National Railways 
at Prince George, to Alaska.' A new Survey of this 
routed was authorized during the last session of 


Congress." 


The northern empire to which they refer, as: TD iinderatand if, 


is the area covered by the northern part of British 
Columbia, the Yukon and Alaska. In other words, they are 
talking about substantially the same area that you refer 
to plus Alaska. Is that right - or further north? 

A. I knew there was such a discussion on with respect 
to an Alaska Railway which would no doubt extend from 
Prince George to Alaska by what is known as the trench, 
.the Rocky Mountain trench. 

THE CHAIRMAN: Q. Known 2s what? 
A. The Rocky Mountain trench. That would be far to 
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the west but not so far that it would not be héeipful in 
that we probably could contact such a system at Pindlay 
Forks. I assure you there is no relation between-our 
appearance here today and the dispatch you have read from 
Washington. 

Q. I was not suggesting that. 

A. We are quite energetic and we have lots of friends 
but they do not extend Quite so far afield. 

Q. What I was really trying to find out wes about 
producing a population of 11,000,000 in that reeionk 

A. The United States government is going to all sorts 
of lengths to colonize Alaska and to develop industries 
there, and of course we well know that great defences 
are being established there, air fields, hangars, and so 
Forth: 

THE CHAIRMAN: I understand the document you 
have referred to is a report of the Department of the 
Interior of the United States? 

MR. COVERT: That is right. 

THE CHAIRMAN: They include northern British 
Columbia in the area in question. They foresee a popula 
tion of 11,000,000. 

THE WITNESS: I might say, Mr. Chairman, since 
this matter has been ‘brought up, that the New York Times 
of yesterday carries a dispatch from Salt Lake City of the 
meeting there of twelve governors of various states, and 
they dealt with this subject. With your permission I 
would like to present that clipping to be added to the 
record. I assure you it is purely a coincidence that our 
appearance here should be timed with any such announce- 
ment at Washington. | 

MR. COVERT:It is also very interesting to observe, 


Mr. Chairman, that in that same article, referring to the 
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report to Con ress, they quote .t as Saying: 
"Use of the port of Prince Rupert would have a most 
beneficial effect on transportation costs if Canadian 
vessels were permitted to carry freight from that port 
to Alaska." 

THE CHAIRMAN: Yes. That means freight gathered 
in from places accessible to Prince Rupert. 

MR. COVERT: Yes. 

THE WITNESS: If I may Say so, I think they prob- 
ably refer to freight which would be carried through poss- 
ibly in bond to Prince Rupert. 

THE CHAIRMAN: Yes, it would include iol gto ured ek 
course. 

THE WITNESS: As these consignments go over the 
highway now in bond, and a very costly route by highway 
to Alaska. 

THE CHAIRMAN: Q. How far does the highway run 
from Prince Rupert? What distance is it? 

A. Well, very Shortly, by the end of next year, 
there would be a way of getting from the Alaska highway to 
Prince Rupert. 
@. Via a branch road? 
A. Yes. 
2. How long would the branch road be? 


A. It would be 600 miles from Dawson Creek, at any 


2. It would run from Dawson Creek. 
A. That would hardly be an economical route, but if 
you were to connect with the present Alaska highway -- 
THE CHAIRMAN: Any other questions? 
MR. BRAZIER: Mr. Chairman, I do» not want to ask 
Mr. Murrasy any questions about his brief, but If thought it 


appropria.te at this time to make a very brief statement 
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on behalf of the government of British Columbia. In 
regard to the matters advanced by Mr. Murray, the govern- 
ment of British Columbia igs vitally interested, and has had 
under consideration for some considerable time the provis- 
ion of a rail outlet to the Pacific coast for the Peace 
River district; I am sure that government would welcome 
any recommendation that your Commission might make to the 
federal government for assistance in that project. 

At the same time the provincial government already has 
a very substantial investment in the Pacific Great Eastern 
Railway, which would be the southern end of the proposed 
railroad... I, would Suggest that any recommendation the 
Commission might see fit to make should bear in mind the 
position of the Pacific Great Eastern Railway. 

The goverment of British Columbia has, during the 
last few years, discussed this matter with both the Canad- 
ian Pacific Railway and the Canadian National, and a 
joint committee representing both railways and the prov- 
ince studied the possibilities of developing a rail route 
to the Peace River, under the chairmanship of Mr. Crysdale 
of the provincial government. Their report is. aveilable 
and if the Commission feels it would be of value to them 
I will undertake to get copies of the report that was made 
public at that time. 

Aside from that, I think I can safely say the people 
of British Columbia wholeheartedly stand behind the sub- 
mission that Mr. Murray has made today. 

COMMISSIONER INNES: Q@. On page 16, Mr. Murray, 
I am curious as to your table. You have "merchantable" 
and "accessible merchantable." 

A« Yes, timber. 


Q. What precisely does that mean? Merchantable seems 


ae 


to be much larger than accessible merchantable. 
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A. "Accessible merchantable" I suppose would be timber 
which could be reached by road or river. 
Q. What is "merchantable?" 
A. That would be the total Stand of timber in the area, 
@. That is to say, in addition to the accessible? 
It seems to me there is a confusion of totals. 
A. Well, the larger sum would be the total stand of 
timber there. 
2. You have 10,000 feet board measure. Does this mean 
each of these items is to be multiplied by that? 
A. Yes. 
Q. If it is multiplied by 10,000 it comes out that 
the accessible merchantable is very much larger than the 
merchantable? 
A. I would have to check that, but you understand 
that there are certain roads, tote roads, already in 
existence, highways. -- 
2. I understand that but I was confused by the two 
items. 
THE CHAIRMAN: Q. You see the point? 
A. Yes. I will certainly check that. 
%. There is 1,000 as the multiplier in one case and 
10,000 in the other. 
A. Yes. 
MR. O'DONNELL: It might be 10,000 in both cases. 
THE CHAIRMAN: Q. You can verify that? 
Pane Cire: orld dey 
MIR. BRAZIER: Q. I might say, Mr. Murray, that 
On page 19 there is a typographical error that you wish to 
correct in regard to the tests of coal. 
A. Yess, that is a mechanical error, and I hope I may 


be able to point out -- 


Q. Just put the correct figure on the record. 
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be That t816.2 jnstead or 6.2, 

THE CHAIRMAN: Q. Where is that? 

A. Page 19, the second paragraph,in the third line. 

Q. Where you say, by Stee bag work in 2 locomotive 
as 612"'--- 

Ke oe. 

Q. That should be 18.29 

Pia ests 

MR. FRAWLEY: I was not sent a copy of th:s brief. 
Perhaps iC; is my fault more than anyone!s that EF did not 
ask Mr. Murray for a copy of it. I have listened with 
great interest to Mr. Murray's presentation, and while I 
have no express instructions from the government of the 
province of Alberta I think I can safely. say that enything 
that will develop the great resources of the Peace River 
country in the province of Alberta would find wholehearted 
support from my client, the government of the province of 
Alberta. 

COMMISSIONER INNES: You would not be disturbed 
to,see all this trade going directly to the Pacific coast 
rather than through Edmonton? 

MR. FRAWLEY: If that is the way 10 should go, if 
that is the way economics send it, we have done our job for 
them for many, many years, even bringing judges in there to 
hold court. Probably they would like to find an easier way 
Yh 

MR. BRAZIER: My learned friend is always very fair 
minded about this sort of thing. 

THE CHAIRMAN: We thank you very much, Mr. Murray. 

MR. COVERT: I think in view of the hour we might 
adjourn until this afternoon. 

THE CHAIRMAN: Yes. It depends on the work you have 


at a arter to three 
before you. We will come back at a quer chee , 
-- The =a ee adjourned at 12.50 p.-m.to resume at 2.45pm 
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AFTERNOON SESSION 
eee OS LON 
Wednesday, November 9, 1949, 


MR. COVERT: Mr, Chairman, and members of the 
Commission: the first submission this afternoon will be 


that of the Canadian Congress of Labour, Dr, Eugene 


Forsey will present the brief, 


DR, EUGENE FORSEY, called: 
MR. COVERT: Q. Dr. Forsey, perhaps before 


reading the brief, you will tell us your position? [I 
believe you are economics adviser to the Canadian Congress 
of Labour? 
A. I am director of research of the Canadian 

Congress of Labour. 

Q@. And you ere 3s Ph.D. in economics? 

A. In economics and political science, 

Q. From what university? 

A. McGill. 

Q. Will you kindly proceed to read your brief? 

A. Mr. Chairman and members of the Commission, 
the Canadian Congress of Labour appreciates this opvor- 
tunity of laying before you its views on the important 
matters which you are investigating. The Congress, as 
you know, not only has a substantial membership throughout 
Canada, but includes among its affiliates the largest 
Single transportation union in the country, the Canadian 
Brotherhood of Railway Employees and Other Transport 
Workers. The Congress is therefore doubly interested in 
the establishment and implementation of a sound national 
transportation policy. 

The Congress' views can, and indeed must, be 

Stated very briefly. It has on its staff no accountant 
or transportation economist, and hence cannot attempt 


any detailed discussion of such matters as the accounting 
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systems of the railways, the results of the Canadian 
National-Canadian Pacitic’ Act, 1933, or the guidance 

of the Board of Transport Commissioners in Seneral freight 
rate revisions, competitive rates, international rates, 


i7 


SUC: You will, in any event, have before you ample,. 
fully documented, technical evidence on all these matters 
from organizations With larger resources for preparing 
and presenting such evidence, 

The Congress submits that the basic principles 
soverning national transportation policy should include 
the following: 

1. It cannot be based entirely on narrow 
economic grounds. Whether a particular service “pays " 
is, of course, a most important consideration. But in 
this country it cannot be the only consideration. Pro- 
visim must be made for developing new areas. Also, 
there are historic communities in various parts of the 
country which everyone agrees must be preserved, even, 
if need be, at some economic cost. A transportation 
policy which led to the depopulation of the Maritime 
Provinces or British Columbia or the Prairie Provinces 
would be instantly repudiated by everyone in Canada. 
Railways, particularly, are an essential Dart’ or. the 
very fabric of this nation. Canada is perhaps the only 
country in the world which has two railways, the Inter- 
colonia and the Canadian Pacific, written into its 
constitution. Without the one, there would have been 
no Confederation at all. Without the other, the Dominion 
would have stopped at the western borders of the old 
Province of Canada: British Columbia and the Prairie 
Provinces would have been lost to the United States. 

2 The railways 2nd other transportation agencies 


Qe 


Should not themselves be called upon to bear the burden 
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of providing services which do not "pay." Theat burden 
Should be borne by the community as a whole. Neither 
the investors nor the workers in the transportation 
industry should be asked to subsidize any S8eCGUION or 
Class. This is the principle embodied in the Maritime 
Freight Rates Act. 

3. Subject to the foregoing, railway and other 
rates should be non-discriminatory. There Should be no 
discrimination between regions or localities, no d:s- 
crimination against any particular industry. Each regcion, 
each place, each commodity, should bear its due share of 
the cost of service. 

4. Each type of transportation should be 
assigned the task it can most economically perform. 

5. This involves bringing all types of inter- 
provincial and international services under the control 


of the Board of Transport Commissioners, so that each 


type will be confined to its proper sphere and none will 


be allowed to engage in uneconomic competition with the 
rest. If this requires an amendment to the British 

North America Act, then that amendment should be obtained. 
The problem of rail and road competition, and its effects 
On the economic position of the railways, 2re too serious 
to brook delay. There has already been a delay of a dozen 
years Since the Government made an attempt to deal with 
this matter, and then dropped it. That is long enough. 
Any constitutional amendment which may be necessary 
Should not be too hard to get, since it can hardly be 
contended that an amendment of this kind touches in any 
Way upon those minority rights which are, and should be, 
Sacrosanc:t. The Fathers of Confederation clearly intended 
that all interprovincial and international transportation 


Should be under Dominion jurisdiction. The fact that 
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they could not foresee the development of the internal 
combustion engine ought not to be allowed to Pruaetrate 
their intentions. 

6. Subject to the foregoing, railway and 
other rates should be set at a level which will ailow 
the various transportation agencies to pay their 
employees proper wages and to earn a reasonable return 
on their investment. This principle should apply under 
either private or public ownership, or any mixture of 
the two. 

7. It follows that the capital structure of 
the Canadian National Railways should be such that "the 
fixed charges of that Company" would be "on 2 basis 
comparable to other major railways in North America. 

In the opinion of this Congress, there is no excuse for 
any otner policy. Much of the debt of the Canadian 
National Railways was the result of railway building 
undertaken for uneconomic reasons, reasons of general 
national policy. Much of the rest of it resulted from 
the incredible railway policy of both Liberal and Le 
sServative Governments in the early years of this 

century, simultaneously subsidizing heavily two competing 
transcontinental railway systems. To make matters worse, 
the bookkeeping "losses" produced by the "failure" to 
earn interest on this debt were, for a long time, added 
to the debt, making it progressively more and more 
impossible to come within shouting distance of a ‘profit." 
A great deal of this debt has now been transferred to 
the general public debt, where it properly belongs. But 
if there is any part which has not been so transferred, 
it should be, forthwith. The management and employees 
of the Canadian National ought not to be put in the 


position of appearing to be perpetually inefficient, 
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Simply because of follies committed before many of them 
were born. 

8. All the ancillary enterprises of the rail- 
ways, such as hotels owned by the railways, ought to be 
brought within Dominion Jurisdiction, to ensure uni- 
formity in labour relations and labour conditions, and 
thus avoid the complications which now arise from the 
standpoint of both management and workers. 

The Congress recognizes that the application 
of some of the principles just set forth is often 
extremely difficult. None the less, it believes that 
the principles are sound, and should never be lost sight 
ofp nana Vl the’ Board of Transport Commissioners is made 
up of men of the necessary ability and experience, and 
has an adequate staff, it will be possible to apply the 
principles with a reasonable degree of satisfaction to 
the public as a whole. 

Respectfully submitted, 
(Sgd.) A. R. Mosher, 
President, 
(Sgd.) Pat Conroy 
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Q. I was just wondering Dr. Forsey, before asking 
you any questions, if there was anything you would like 
to add, yourself? 

A. No, Mr. Chairman and. members of the Commission. 
There is nothing I wish to sdq to my brief, except in 
answer to sny questions you may see fit to ask me. 

I should like to make this remark, however, 
that I have with me todsy -- not as I had hoped to have, 
Mr. Mosher, our president -- but Mr. J. E.McGuire 
who is one of the executive committee, as well as the 
Secretary-treasurer of the Canadien Brotherhood of 
Railway Employees and Other Transport Workers. 

Mr. McGuire will be much better able to answer any 
technical questions then I would be, because he has 
Spent his life in the railway industry, while my 

acquaintance with it is rather Sketchy and cursory, 

THE CHAIRMAN: Does anybody wish to ask any 
questions of Dr. Forsey? 

MR. COVERT: I had intended to ask a few. 

THE CHAIRMAN: Will you kindly proceed, then, 

MR. COVERT: Q. Dr. Forsey, would you turn 
to page 1 of your brief, to the third line of the first 
peragraph, where you refer to "a substantial member- 
ship". Could you give us, roughly, how large that 
membership is? 

A. I should think it was in the neighbourhood of 
350,000. I could not be precise, because it fluctuates 
@ little from month to month, depending upon whether 
people are up to date or not in paying their dues. To 
be exact, you would have to get a three months! moving 
average, in order to obtain a correct figure. But I 


think 350,000 would be in the neighbourhood of 9 correct 


figure. 
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Q. And on the same page, in the last paragraph 
at the bottom of the page, which is numbered 1, you 
suggested: 

"Whether 8 particular service 'pays! ia, of 
course, @ most important consideration. But in 
this country it csnnot be the only consideration," 

First of a11, I want to know if you lay 
special emphasis on "in this country", because of the 
distances involved, or for what reason? 

A. Portly because of the distances involved; 
but whet we were ell thinking of, and the point [I 
would make there has to do with historic communities, 
I suppose, 

Our president is a Nova Scotian. I am a 
Newfoundlander. We are particularly interested in 
that feature, as Meritimers. I think it is partic- 
ularly important that these historic communities be 
preserved, And my experience with British Columbians 
is that they feel equally keenly on this point, 

COMMISSIONER ANGUS: Q. Dr. Forsey, I was 
on the point of asking: What is your test, from the 
start? 

A. Well, I would say, on the theoretical point, 
I could not formulate any division. But British Columbis 
reaches back far enough in history, as do the Maritime 
Provinces, and certainly Quebec ond Ontario. The only 
doubtful part might be in the case of Alberta ana 
Saskatchewan, which were not created until 1905. .-But 
even their roots go far beyond that, sway back to the 
founding days of the Hudson's Bay Company. 

THE CHAIRMAN: We are off, more or less, to a 
Start. 


THE WITNESS: Quite so, 
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COMMISSIONER ANGUS: I thought you were 
distinguishing between, let us say, a mining ares which 
hed become e worked-out erea, and an srea which is 
settled, 

A. You cannot say: Here is a particular village 
or town which must be preserved as a sort of museum 
piece, cost what it may. Butto say, re a particular- 
ly large region of the country might be better, if 
it were written off economically, and its population 
transferred comewhere else, to get the economic 
advantage. You just can't Sey thet. 

You may have to transfer the population from 
8 worn out mining town, but not for as whole large area 
of the country, which has a Separate existence of its 
own, 

MR. COVERT: Q. When you gave us the figure 
of 350,000 membership, how many of those people would 
be interested in the railways ,would belong to railway 
unions? 

A. My recollection is that most of the members of 

the Canadian Brotherhood of Railway Employees and 
Other Transport Workers sre on the railways, although 
there are some ,for example, employed by the Montreal 
Tramways, and so on, I would say that membership in 
the unions would be in the neighbourhood of 25,000. 

MR. M.GUIRE: 32,000. 

THE WITNESS: That is right, 32,000. Then, 
we have as well, the Brotherhood of Express Employees, 
which would run to a bit over 3,000. Roughly, 

35,000 of our members would be directly interested as 
railway workers. 

I regret having to appear discourteous to the 


counsel for the Commission by turning my back on him; 
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but the acoustics of this court room sre not what they 
might be, and I must face the Commissioners. 

COMMISSIONER ANGUS: Are there sny truckers 
in your organization? 

A. Yes, there are, I cannot answer the question 
in detail, but Mr. McGuire could do so, if you wish to 
hear from him now. 

MR. COVERT: Perhaps we might heer from 
Mr. McGuire later, 

THE WITNESS: Yes, 

MR. COVERT: Q, Coming back to thet peragraph 
No. 1 at the bottom of the page, where you say: 

"Provision must be made for developing new areas," 
I wondered if you could give the Commission the benefit 
of your views as to whether or not it should be left to 
the railways, left to Perliament, or left to some body 
such as the Board of Transport Commissioners to decide 
on matters of that kind? 

A. I should think that would be essentially a 
matter of government policy, and for Parliament. The 
carrying out of the policy would then be left, as to 
the actual construction of a new line, or anything of 
that sort, to the railway companies themselves, with 
such assistance as the Treasury or Parliament might see 
fit to give them out of the public treasury. And the 
regulation of the whole thing would be a matter for 
the Board of Transport Commissioners. 

I should think that the Board of Transport 
Commissioners would be obliged to take account of the 
general policy as laid down by Parliament. But I am 
afraid that is a very general answer. I cannot offer 
any precise details, but that is the kind of thing that 
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Q. Will you turn now to page 2, Dr. Forsey, 
where in paragraph 2 you say: 

"2. The railways and other transportation 
agencies should not themselves be called upon to 
bear the burden of providing services which do not 
'pay'. That burden should be borne by the com- 
munity as a whole. Neither the investors nor the 
workers in the transportation industry should be 
asked to subsidize any section or class. This is 
the principle embodied in the Maritime Freight 
Rates Act. " 

THE CHAIRMAN: What paragraph is that? 


Be GCOVERT® Th. ds4n paragraph No. 2 on 


MO 


page 

Q. Dr. Forsey, I suggest that you apparently 
approve the principle of the Maritime Freight Rates Act? 

A. Yes. It seems to me that that embodies the 
correct principle, and if you are going to provide 
Special rates for a certain part of the country, the 
thing should be subject to subsidy from the public 
Lreesury., if that 18 a matter of public poludey.~ © Then, 
the railways, as economic organizations, should not be 
expected to provide that out of their pockets, at the 
expense of other investors in the railway, or at the 
expense of workers in the railway. 

COMMISSIONER ANGUS: Q. Would you edd: or 


of other shippers? 

A. "Or of other shippers? Quite so. The thing 
Should be spread over the whole community in cccordance 
with the system of taxation determined by Parliament. 

Q. The Chairman has asked me to spell out my 


question. When I said "or of other shippers", I meant. 


Should they be charged freight rates on some traffic in 
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order to meet the costs of other traffic? which has to 
be carried at a loss? 

me etna t As what. .T thought you meant, sir. I think 
that the cost of providing special rates, such as 
exist in the Maritime Freight Rates Act, should be borne 
by the community as a whole, out of the proceeds of 
general taxation. 

THE CHAIRMAN: Q. ‘That is one thing thet is 
already done, eas far as certain lines are concerned... But 
I would have thought that Professor Angus' question was: 
do you think it might be done by charging higher freight 
rates to shippers in other parts of the country ; 

A. No. I do not mean that. 

MR. COVERT: Q. How far do you think this 
principle should extend? For example, would you say 
-< we have had 2 great deal of discussion, for instance, 
about the grain rates; do you think that principle should 
apply to grain rates? 

A. I. see* no reason why it should not. 
Q. And, as a result of that, I suppose it is safe 
to say, or it might be said that, when you say it should 
be passed along to the country as a whole, it is passed 
along to that part of the country who are taxpayers, and 
that portion, or the taxpayers, rather than the users of 


the service, for instance? 


(Page 7925 follows) 
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A. Well, if it is public policy that certain Special 
rates should be given, then it seems to me that the tax- 
payers of the country should stand the cost. Now, perhaps 
the special rates should not be given; Lao. net lndw.. I 
Simply say that if you are going to insist that there 
Should be special rates for certain areas or certain com- 
modities, then it seems to me the cost ought to be spread 
over the taxpaying public in accordance with the taxation 
System which Parliament has considered to be correct and 
equitable, 

THE CHAIRMAN: Q. I think, though, that you begin 
those remarks by saying, if it is government policy. I 
think there is a further question:ought it to be government 
policy? 

A. Well, we are suggesting here that it ought to be 
government policy, yes, sir. 

MR COVERT: Q. Your point, I take it, Dr. Forsey, 
is simply this, that for instance if Parliament passes a 
Statute fixing a rate, then that is assumed to be government 
policy, you can assume that it is government policy, and 
that if it is government policy it should follow that if it 
is a loss rate, for example, it should be borne by the 
public treasury, because they passed that statute; is that it? 

A. Yes, I think. so. My essential point can be put 
very briefly by saying that in my judgment the railways are 
not, to use the language of the British North America Act, 
eleemosynary institutions; they are not in business for 
their health; they have a right to the same kind of reason- 
able commercial existence as any other corporations. I do 
not see why they should be called upon to bear the burden 
of something which has been decided upon presumably by 
Parliament in its wisdom for the good of the community as 


a whole. 
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THE CHAIRMAN: Q. Do you know of any instance where 
they are bearing such a burden? You point out. that .; 
they would bear such a burden in the Maritime Provinces if 
it were not for the Maritime rrelent Rates Act? 

hon Yes’. | 

2. Now, do you know any other locality where there is 
actually such a burden and the railways are being made to 
carryit themselves? 

A. Well, I understand that the railways have made that 
contention about the Crows Nest Pass agreement, and I should 
think that that is a valid contention, as far as I am aware 
of the facts. 

MR FRAWLEY: Q. You have read the brief of the 
Canadian Pacific Railway dealing with Crows Nest Pass rates, 
have you? 

Saw tvan sorry, "sir, I Rave nots oT have read only the 
newspaper summaries, I think. 

Q. Well, it was all over the newspapers, too, was it 
not, that grain was being carried at a loss? 

A. Yes, so I understood. 

MR FRAWLEY: That is on the record, anyway. 

MR SINCLAIR: Has Mr, Frawley evidence to show that 
1 se not? 

THE CHAIRMAN: I think we had better wait till Mr, 
Covert is through questioning. 

THE WITNESS: What we were also thinking of, sir, 
in this was, of course, we are particularly concerned with 
the question of railway wages. We have self tatereed in 
this; we do not want to see the railways in a position where 
they say, "Well, after all, we are carrying a certain burden 
as a result of national policy, we are suffering certain 
losses as a result of national policy, and therefore we are 


not in a position to pay what you consider the proper wages," 
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THE CHAIRMAN: Q. Do the railways say that actually? 

A. Mr. McGuire can answer better than I. He has been 
in a thousand cases of railway negotiations. I could not 
Say whether they have ever said it in negotiation or not, 
but I think they might conceivably do so. 

MR COVERT: Q. Now, you would extend this prin- 
ciple to non-paying lines, perhaps, doctor? 

A. If you are going to keep them open as a public 
service, then I think again, yes, the principle ought to be 
that the taxpayers stand the loss. If they are not deserv- 
ing of staying open on their own merits as commercial pro- 
positions, then if the railways were left to themselves 
they would close down. If they are obliged to keep them 
going I do not see why the railways as such should be com- 
pelled to pay the full cost of doing so, suffer the loss. 

THE CHAIRMAN: Q. Obliged to keep the lines going? 
Can you give me an instance of any line that any railway is 
obliged to keep going? 

A. I cannot offhand, sir, but I have seen references 
to 1t in the past. 

Q. I beg your pardon? 

A. I cannot offhand, but I have certainly seen refer- 
ences to cases where the railways actually applied, if I 
recall correctly. 

Q. Ido not say there are none, but I was wondering 
if you could mention an instance? 

A. No, I cannot give any offhand, but I am quite.- 
Sure that I have seen references where the railways applied 
to have a line abandoned and were told no, it could not be 
abandoned. 

MR COVERT: Q. Then you would say, doctor, that if 
@ railway applied to have a line abandoned on the ground 
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that it perhaps did not pay, but nevertheless it was held 
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that the balance of public necessity and convenience dic- 
tated that it should still be operated, then in such case 
that line should be Subsidized; is that correct? 

A. That seems to follow logically as a result of what 
we have down here. You will recall that I said that the 
actual working out of this, as I said at the end, in some 
instances may be extremely difficult, and I do not think it 
is any use expecting, in this or in any other matter, that 
we shall ever arrive at an ideal, but these basic prin- 
ciples seem to us to be principles which should be embodied 
in national transportation policy, 

Q@. Now, Dr. Forsey, may I take you to the paragraph 
numbered 3 on page 2, where you say, "Subject to the Poren 
going" -- that is, your M.F.R.A, principle aoplying to 
these, as I take it? 

A. Yes, in paragraph 1. 

Q. And that includes also the paragraph 1, about not 
being the only consideration? 

Pe eee 6 

Q@. "Subject to: the foregoing, railway and other 

rates should be non-discriminatory. There should be 

no discrimination between regions or localities, no 

discrimination against any particular industry. Each 
region, each place, each commodity, should bear its due 
share of the cost of service." 
Now, I would like to clarify that a bit, in this way: If 
you say each region, for instance, must bear its due share 
of the cost of service, just what does that mean? 

A. I think it was just intended to be an assertion of 
the general principle which I understand underlies the 
Railway Act now, a principle which it is the duty of the 
Board of Transport Commissioners to apply, subject of course 


to certain statutory qualifications which have been intro- 
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duced; but, frankly, I should very much prefer not to 
hazard any detailed comments on that, because, though it 

is some time since I have studied anything much in the way 
of transportation economics, my recollection is that this 
is an extremely difficult and complicated problem, that the 
working out of the thing in practice is something that is 
extremely AIL OULE. 

Q. Iwas just wondering if what you were doing was 
advocating a cost-of-service principle? 

A. No, I was not attempting to advocate that. I know 
that that is also a hotly debated point. It was a share- 
and-share-alike principle rather that I was thinking of 
there, that one community should not be discriminated 
against. Now, exactly what that means and when it is being 
discriminated against has been the subject, if I am not 
mistaken, of a great many different cases before the Board 
‘of Transport Commissioners. 

THE CHAIRMAN: Q. The Railway Act already, as you 
know, prohibits unjust discrimination? 

A. Yes. Well, that paragraph was intended to be 
really a re-assertion of that basic principle. that is em- 
bodied in the Railway Act. 

MR* COVERT: Q. Perhaps. that. sentence means .a little 
more than you intended, that each region and each commodity 
should bear its due share of the cost of service? 

A. Yes, I think possibly that phrase has implications 
which I did not intend when I put it down there. 

3. Now, in the paragraph numbered 4 on page 2 you 
Say that each type of transportation should be assigned the 
task it can economically perform. Later on in the brief -- 
I am coming to it later -- you suggest that a body such as 
the Board of Transport Commissioners should have control of 


trucking, I believe, as well -- other forms of transporta- 
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tion? 

Aw Yes’. 

Q. Do you think that such a body should lay down 
rules and regulations as to what type of traffic railways or 
trucks or other forms of transportation should carry? 

A. Well, I feel confident Somebody should do it, and 
presumably Parliament would lay down the basic principles 
and then somebody would have to apply them, and I should 
assume also that the Board of Transport Commissioners was 
the best body to do it, but I am not particularly wedded to 
that, and I do not think the Congress is particularly wedded 
to that view; if some other body can be set up to do it more 
Satisfactorily, all right. 

Q. But you do believe, I take it, that some body 
Should allocate each form of transport to the type of service 
which it can most economically perform, and that the judgment 
as to whether or not that type of transportation can be 
performed, or that type of transport can perform that ser- 
vice better, would be determined by such a body? 

A. That is our view, yes. What we were thinking of 
there, as you doubtless surmise -- and perhaps I am anti- 
Cipating a question here = was this business of road and 
rail competition. We were deliberately extremely brief on 
that point, because when I set out to look into this on the 
instructions of our officers I started grubbing around, and 
the first thing I tackled was a report by my old Oxford 
friend Gilbert Walker to a Nova Scotia Government on the 
problem of road and rail competition in Nova Scotia. Tf read 
it with some care, and decided after I had finished reading 
it that this was an extremely difficult and complicated 
matter, on which I certainly could not offer any sensible 
views without years of study, and I had not years of study to 


Give to it, so I simply said to our officers, "I think the 
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best thing we can do there is to State in a single sentence 
the kind of thing that we think ought to be done, and simply 
dodge any attempt to go into it in any detail." I am quite 
positive that anybody who undertakes to hazard any detailed 
comments on that, unless he has made a most careful and 
profound study of the Subject, will get himself into an 
infinite number of difficulties, 

THE CHAIRMAN: Q. Is that a warning to the Commis- 
Sioners? 

A. No, no. Far be it from me to Suggest that the 
Commissioners' intellects are in the same class as mine. 
Besides, you have, I won't Say infinite time ahead of you, 
but much more time than I have, and you have also vast 
resources, resources made available to you in evidence and 
also by your own expert staff. 

COMMISSIONER INNIS: @. Would you go as far as the 
Railway Brotherhoods? Have you seen their briefs? 

A. I have not seen their briefs, no. 

MR COVERT: Q. In other words, doctor, you prefer 
to just leave that for the present? 

A. Well, I am quite prepared to answer any questions 
on it that I can, but I have intimated already that my 
limitations are extremely serious in this respect. 

COMMISSIONER ANGUS: @. Dr. Forsey, if you had some 
reason for limiting the recommendation to interprovincial 
trucking, would not the reasons that you have given apply 
to trucking within a province too? 

A. Yes, I think they would, and here probably we have 
not considered it logically, but, like other people in this 
country, we have to take some account of shall I Say 
political realities, and I think that the attempt to get 
trucking and that sort of thing within a province under 


Dominion control is probably quite Utopian; it may not be, 
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MR FRAWLEY: Q. So I may understand, your brief, 
Dr. Forsey, does limit it to interprovincial and inter- 
national services? 

A. It does, for that reason. 

Q. So that clearly we need EA Be ourselves to 
intraprovincial truck transport? 

A. Well, my own idea is that it is no se even Goink= 
ing about that, because you get a colossal dust-up from 
probably every provincial premier in the country -- and I 
could mention one or two perhaps in particular, but that 
would be invidious a and I do not think the results you 
would get would be worth it, but I think there is a fairly 
reasonable chance of getting something in the way of a 
general over-all control of the interprovincial and inter- 
national services; it would not be completely satisfactory, 
but it would to my mind be an improvement, and I think it 
can be justified on the ground that we Suggested here, that 
essentially it would be a carrying out of the intentions of 
the Fathers of Confederation. 

THE CHAIRMAN: Q. You say, though, that each type 
-- that is distinguishing between railways and trucks -- 
would be confined to its proper sphere? 

A. Well, that is really subject, sir, to the next 
paragraph, because I do not think it is practicable in fact 
to hope that the provinces will surrender jurisdiction com- 
pletely, 

Q. No, no. You are talking there of interprovincial 
and international services, under the control of the Board 
of Transport Commissioners, so that each type will be con- 
fined to its proper sphere? 

Ae) Ses, 

Q. Would that mean you would allow the railways to 


occupy one sphere and trucks to occupy another sphere? 
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And what is the meaning of the werd "sphere" there? oee 
it mean a division of commodities or a division of regions? 

A. I am afraid that is rather too technical a question 
for me to answer at all satisfactorily, but what I had in 
mind, sir, was the kind of thing that I think they are 
attempting to do in Great Britain now under their new 
transport system there -- a general co-ordination of the 
different types of transport, with an attempt to see to it 
that, whether by regions or commodities or by some other 
method, the various types of transportation shall perform 
the functions they can most usefully and economically per- 
form. It is enormously difficult, and I do not know how 
Successful they have been in it. 

Mi CGOVERT: .Q... Dr. Forsey, i4n England isn't the 
System there to attempt to limit the length of haul in 
traffic? 
Aa Largely, 1 thinksso, yeas 

Q. I was wondering if that was what you had in your 
mind when you were referring to "proper sphere"? 

fiw Yes. 

Q. In other words, sugzesting that the long haul 
Should be for the railways and the short haul for trucks? 

A. Well, I did not want to go into detail, because, as 
I say, I think it is a very technical question on which I 
am not competent to pronounce, but I assume that the Commis- 
Sion would be. My veneration for this Commission, you will 
observe, Mr. Chairman and members of the Commission, is 
extreme. 

da. Then I did notice, Dr, Forsey, that, as has been 
mentioned, you confined the suggestion as to regulation of 
trucking to interprovincial and international services? 

A. Yes’. | 


Q. And I think you have given your reasons for so 
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doing. Now I would like to ask you, however, if you 
thought, supposing the provinces would surrender their 
jurisdiction -- if it were possible either that way or by 
Shall we say legislation by agreement with the provinces 
that was uniform in nature -- that shat was a desirable 
thing? 

A. I should think so. There may be some objections 
to it which have not occurred to me, but I shoulc think it 
would be desirable. 

@. In that case would you think that the control 
Should be under one body? That is, what I am trying to find 
out, doctor, is, is it desirable that all forms of trans- 
portation should be regulated by one body? 

A. I should say yes, subject only to the difficulty 
which always arises if you have an enormous organization in 
a country like this, that centralized administration is apt 
to get top-heavy. I do not know whether it would be 
possible to get over-all control in one body and decentral- 
ize it sufficiently, organize that control adequately, so 
that the cumbrousness of the thing would not destroy it or 
seriously weaken its good effects; but, subject to that 


proviso, I should say yes. 
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Q. Now, would you turn to No. 6 at the bottom 
of page 2 and continuing on page 3 where you say 
"Subject tothe foregoing, railway end other rates 
should be set at 2 level which will allow the various 
transportation sgencies to pay their employees proper 
weses and to earn a reasonable return on their invest- 
ment", Now I just wondered first if the Congress had 
any opinion or views as to waet was s reasonable return 
on investment? 

A, Oh, i think that the usual thing thet hos been 
decided by various bodies like the Board of Transport 
Commissioners and the corresponding bodies in the 
provinces and the United States would meet our views. 

I don't think we have got eny specific figure in mind, 
but I think there have been 2 considerable number of 
decisions by regulatory bodies that have laid down what 
is a reasonable return on investment. 

Q. And that, of course, would vary from time to 
time in eny event, I suppose? 

A. & should think “66> yeas. 

Q@. Then hes the Congress eny suggested idea as 
to how proper wages ere to be determined? 

A. Well there, I am afraid, our interest is 9 rather 
Special one because most of the people whom we represent 
happen to be among the lower paid employees of the 
railways. Our Canadian Brotherhood of Railway Employees 
and other workers does not number among it any of these 
alleged plutocrats among railway employees. I don't 
know if there are any but if there are they do not 
belong to our organization, 

COMMISSIONER INNIS: I wes wondering if that 
could be eleborated upon. I am not quite clear what 


group of trades ere included in the Congress? 
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A. Mr. McGuire could of course, be more explicit 
on that than I, but we have represented by the Brother- 
hood amongst others, clerks and Specisl maintenance 
employees on the Canadian Notionel Railways, sleeping 
and dining car employees on the Consadian Pacific Railways, 
and almost e211 the hotel employees of the both lines with 
the exception of the Royal York, end the Nove Scotian, 
PvE t Ls, Mr. MeGuire can correct me on that 
point. We have a large number of relatively low paid 
employees. If necessary we can file an analysis of that 
which we made last spring for the Board of Conciliation 
before thet 17¢ increase, and I think our contention 
about our particular members that we have on the railweys 
would be, first of all, that they should get something 
comparable with what is paid to similar groups of 
workers in other basic industries, It is very difficult 
often to compare people in relation with people in other 
industries, but you can with some things, for example, 
common labour rates, and even with the 17¢ inerease given 
last year the retes for common labour on the railways 
ere still substantielly below those in a number of very 
important basic industries, and similarly with other rates 
which beer a certain relationship to those common labour 
Pates. Then, of course, it has been our general policy 
to take the view that weges in any industry should approach 
somewhere near the kind of minimum health and decency 
standerds set up at the Toronto Health & Welfare Study. 
That cannot be applied too much in detail because that 
is a standard that has been worked out for a family of 
five, It applies only to Toronto in set terms, and also 
there are a good many employees who have not got families 
and with families very much larger than five, but we have 


always taken that as e sort of yerd stick by which to 
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measure very roughly the adequacy or inadequacy of 

wege rates, and judged by that standerd 3 very large 
number of people on the railways ere not getting the 
wages we think they should get, I think that would also 
apply to the bulk of employees represented by the 
Brotherhood of Maintenance of Way employees and the 
Brotherhood of Roilway Clerks, - it has es title stretching 
all the way to the north pole, I never can remember the 
whole of it. They are not with us at all but I suspect 
that I am perhaps Speaking out of my capacity here, but 

I expect they perhaps are also among the relatively low 
paid employees, 

MR. COVERT: Now, turn to No. 7 on page 3, Dr, 
Porsey, 1) just-call. <té6 your attention the last two 
eines orothst " ~ = the management and employees of the 
Conadian National ought not to be put in the position of 
appearing to be perpetuelly inefficient Simply because 
of follies committed before many of them were born", 

Now I would assume also that you feel that if the capital 

structure were revised or that the fixed charges of the 

C nedian Nationel Railways would be on a basis comperable 

to other major railways in North America, that this woulda 

cause the Canadian National to carry on on 3 similoer basis 
with its main competitors? 

ae Yes; [oshould) think So, and, of course, one 
has to be very careful about being too sweeping in these 
Statements. It might very well be that even if that ad- 
Justment were made, if any is required (and I would not 
hazard a guess as to whether it is or is not; I don't know) 
but even if any such necessary adjustments were made it 
might well be thet the Csnsadian National management and 
employees would have to struggle against allogations that 


they were inefficient snd so forth because of very special 
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circumstances which do not apply to some of the other 
major railways. I have 4 recollection of 3 very excellent 
report by Professor MacDougall of Queen's University on 

@ report of the Duff Commission in relation to some of 
these matters. I do not know the date but it appeared in 
the Canadian Political and Economic Journal, Two of 

the Commissioners will recall it more vividly than I do, 
but I might mention thot because there might be special 
factors there in connection with the Canadian National 
which have to be borne in mind, but at least if there igs 
any chance of meking en adjustment of this sort in any 
fixed charges of the Consdian National, it would remove 
one factor which at present militates egsinst the repe tition 
shall I say, of the C-nadian National management and 
employees, 

Q. I suppose, among other things, it is alleged that 
they have to operate on economic lines? 

A. Well, presumably thet would be taken care of by 
some of the other things we were Suggesting - or could be. 

Q. Now Doctor, has the Congress any ideses when dealing 
with the sbondonment of lines, hes the Congress Siven any 
thought to thot es to whether there Should be any change 
in existing procedure? 

A. I do not think that has been considered. Perhaps 
it should have been but we have so many things on our mind 
and have to deal with them with such 2 small Stari, that -I 
am afraid sometimes rather important matters do not get 
the consideration they merit, Mr. McGuire might have 
something to say on that. The Brotherhood might have given 
Special consideration to that but the Congress, as for as 
I know, has not. 

Q. Now in peragreph 8 you say "All the sncillaery 


enterprises of the railway such ss hotels owned by the 
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railways ought to be brought within Dominion jurisdiction 
to insure uniformity in loebour relations end labour 
conditions, and thus avoid the complications which now 
arise from the standpoint of both management and workers", 
Now the whole ides of that,I Suppose, is to enable the 
unions and the railways to desl with 311 the workers under 
the same Act and regulations. Is that the purpose of thet? 

A. Particularly, if I om not interrupting your 
question, if I may make 8 Special reference, it has to do 
particularly with the problem of working conditions of 
railway hotel employees, As the Chairmen will be particul- 
arly well aware, there sre two conflicting judgments on 
that subject, one from the Supreme Court of British 
Columbia and the other from the Court of King's Bench, 
or the Appeal Court in Saskatchewen. It went to the 
highest ourt in each province. I sam not sure whether 
the matter hes been decided by the Supreme Court of 
Canada, but one said one thing and the other another, and 
I think it has occasioned a great deal of difficulty 
both to the management and unions concerned. Mr. McGuire 
can give you more information on that than I can, 

MR. SINCLAIR: I think to clear the record, Mr. 
Chairman, the reference Re Hours of Work in The Empress 
Hotel, Victoria, is the British Columbie Reference - 

Re Hours of Work in The Empress Hotel, Victoria, and it 
is now awaiting the hsnding down of the reasons by a 
Judicial Committee. 

THE CHAIRMAN: That is the point whether the provinciel 
laws apply? 

MR. SINCLAIR: The point is whether railway hotels 
come within the meaning of the word "railway" in Section 
92 (10)(a ) of the British North America Act. 

THE CHAIRMAN: And whether it is under Dominion 
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gurisdiction? 

MR. SINCLAIR: Ana Secondly whether labour relations 
are a question of management and therefore within the 
Jurisdiction of the Dominion over the railways? 

THE CHAIRMAN: What did tht British Columbia court 
hold? 

MR. SINCLAIR: The British Columbia court held 
Be entey that railway hotels did not come within the 
meaning of the word "railways" as used within Section 
92 (10) (a) of the British North America Ret. In the 
case of Saskatchewan, where the whole question was involved 
of railway employees including hotel employees, the Court of 
Appeal unanimously held the opposite way, including 
hotels, That decision was not appealed by the Attorney 
General of S@skatchewan, but the decision of the Court 
of Appeal of British Columbie was appealed by the Court 
of Appeal to the Supreme Court which unanimously héld 
against the contentions of the Canadian Pamdfic. 

THE CHAIRMAN: Was the C-nadian Pacific the party 
in both cases? 

MR. SINCLAIR: Yes my lord, 

THE CHAIRMAN: And what is the contention of the 
Canadian Pacific? 

MR, SINCLAIR: Our contention, my lord, was that 
railway hotels were included in the meaning of "railways" 
8s used in the British North America Act Section 92 (10) (a) 
and, as I say, a final decision on the question of railway 
hotels is awaiting sa decision by the Judicial Committee. 

THE CHAIRMAN: And you of course, Dr. Forsey, think 
that is as it ought to be? 

A. Yes, we feel it should be a matter of Dominion 
jurisdiction, It seems to raise, incidentally, very far- 


reaching questions on this whole matter of labour relations 
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because if the Court of Appeal holds against the Canadian 
Pacific, then an enormous part of the complications over 
Dominion labour relations will disappear. It has come 
up particularly over hours of work and vacations with 
pay under provincial legislation. 

COMMISSIONER ANGUS: Under the ancillary enterprises 
would you include trucks and buses owned and operated 
by the railways? 

A. Yes. 

Q. Even if they are Separate companies? 

A. I should think so, 

COMMISSIONER INNIS: Consolidated Mining and Smelting 
Company? 

A. No, I would not say that. I do not know 
what a court would hold but I would not eall that an 
ancillary. It is merely an investment which they have, 

COMMISSIONER ANGUS: You Say they are brought under 
Dominion jurisdiction for this purpose. Do you mean that 
they would be under Dominion Jurisdiction for other things 
és well - regulation of rates and so on, or that that would 
be under provincial jurisdiction? 

A. Well, there should not really be s comment there, 
I think, We were thinking really of Dominion labour 
relations and lebour conditions, 

MR. COVERT: I would like to put this proposition to 
you. Supposing there is a railway hotel operating in 
@ city and they have as a competitor a non-railway hotel. 
Now one, under your suggestion I take it, would be under 
Dominion labour legislation and the other under provi ciel? 

Pp Ss, 

Q. Now which do you think would present the greatest 
injustice or the greatest lack of uniformity in bringing 


about a condition such as I have outlined, by just bringing 
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* 
the hotel under Dominion Jurisdiction as far as labour 
organizations ere concerned? 

A. Well, we think Jurisdiction over lsbour relations 
in a great many industries ought to be under Dominion 
jurisdiction, but here we were addresing ourselves only 
to the question of ancillary enterprises of the railways 
because the rest of the industries did not seem to be 
within the terms of reference of the Commission, I do 
not see that there would be any serious injustice in the 
thing. However, I may be biased there because I cen 
recall cases in which we have tried to get, or other 
organ zations within our Railway Brotherhood have tried 
to get rates in competing hotels up to the rates in 
ratlway hotels, so I do not - Perhaps I am not a good 
witness on that. 

Q. I suggest it would bring about some snomlies, 
would it not? 

A. It may bring about some difficulties. I do not 
know if you would call them enomlies or injustices. 

If you could use the figures of Dominion jurisdiction over 
labour relations snd labour conditions in railway hotels 
to bring up the working conditions in other hotels to that 
Standard, then I do not see anything very unjust or in- 
equitable or unfsir or anomalous about that, but then again 
I am party-free, I suppose. 

Q. Are you suggesting that if they sre under Dominion 
Jurisdiction that thet is a higher standard or level? 

A. Well, it would not necessarily be, but in actual 
fact I think it would be because I think the railway 
labour organizations sre in a much stronger bergeining 
position than most other organizations, and would be able 
to get better terms from the railway hotels than the 


comparatively new and weak unions in other hotels which 
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would be of advantage to the non-railway hotels, 

Q. And I take it, Doctor, you are an advocate that 
all labour relations should come under Dominion jurisdict- 
ion? 

A. No, I do not think we have ever gone as far as 
that, but we think that in industries of national importance 
they should be under Dominion jurisdiction, 

Q@» Now I will just take you back to No. 6 again for 
a minute, on page 2, where you Suggest "That railway and 
other rates should be set at a level which will allow the 
various transportation agencies to pay their employees 
proper wages". Now, I take it that all this means that 
they are not receiving proper wages now, or do you just 
write that down ss a general principle? 

A. We are writing it down as a general principle. 

We think that some of them at least are not receiving 
proper weges now, We cannot say anything else. We are 
actually in negotiation now for higher rates and better 
conditions for our workers, Naturally we cannot say 
anything else and naturally we believe that, or we would 
not be in negotiation; it would be going through the 
motions of pretending something, 

Q. Now the reason I bring this up is you say "Railway 
and other rates should be set at a level which will allow 
these various transportations agencies to pay their employees 
proper wages". Now does that mean that in any application, 
for instance for incressed freight rates, that you are of 
the opinion that this should, at the same time, come before 
the Board of Transport Commissioners so that they would be 
able to give consideration to that matter? 

A. I am afraid I am not entirely clear about the 


question, 


Q. Well, you say "That reilwey and other rates 


s ie Oe oe ee 
. peg ae ae he oe 
. : ey bro “ya a ns? As 5 
a * d ati = ' 
i oh ti wif ta lye " Ra 3 x ade te eee irs ' ia wale ie, 

Whi. a a 1) Wea Ne Stn GO (a Fay OE C52 av" 3 


a of ee owe 


: , 4 ' ' ) | 
“ | | i , : x a . ; . vs z ‘ +} 1 ; Sod Es 3] 
ig ae “vf fay ry eeeze ae Tl ter vy ied oo ta tad: eae 


+ 
| 3 ‘ rs 
oF Eee EN NN Bi te 20g = 2 a é mane 
Dionne ti F “ We) A be - SON Met eo eros dwta MU ae Ogee ts « it iy 
~ ¥ ? . 
G ore : id { ‘ ' “I 
, A by VV 
- : 
; ; : F meas Fits co ae Tuy eM ie es 2 a 
’ 1 g we: s ‘ é j é R ee Oe: ers : 
: é ‘ 
“eo ; 
F 7 ; 
“, ee oe ; F 
i (oie sta CaP ae ae . a ; | ; ex , 44g ‘em 29 
, y a) ‘ u 
Hy 2 | \ 2 ‘ . Fe ) 
ti / ; j 
say i | | 
? - ’ A + ape 4, : erg EZ a 
: u 4 , : \ ae dl y 
Elke ¥ ; | | 
. sh 
‘ . G i * Rr t ‘eae 7° 
f uy , : any ae : . “age { Law toqoug 
ar 7 VF eS , : | 
sb, u 
.- | ‘ ‘ 
us 1 ohana : ross ax ee feuiee 
| are as Picree : Ae h 
es } = 1 7 4 ; : | 
r its i tes ae ee pane Sota : os A Me . ; 
ie At : ae ah ei Alas sh i 7. “4 ies pty Xt tee 2 & % 7 BAO if oa 
i b> La Sek y r . 4 lt + 


of 
. ae a fy ne. 


FEUSV 


’ 


; Y Aah | ‘a 
4 os aW *t a4 oud ey ) 
f : : ae he 


Keune : 


pid 


o_o 


poten 


- 7946 - Dr. Forsey 


Should be set at s level which will allow the verious 
transportation agencies to pay their employees proper 
wages’ and then you go on "and to earn a reasonable 
return - " | 
A. What we had in mind was thet we did not think 
it should be accepted ag a general principle that any 
railway workers should subsidize the shipping public or 
the investors in the railways by accepting substandard 
wages. It is a very general principle, 

Q. You do not have in mind that any body like that 
Should have anything to do with fixing wages or determining 


" = set a level which 


what is a proper level? You say 
will allow the various transportation agencies to pay their 
employees proper wages," You are not suggesting that 

the Board should have anything to do with the determination 
of what is 3 proper wage? 

A. No, I do not think it could. I chink Af at 
attempted to do it it would be "Entering 3 vast subterranean 
bog where armies whole might sink". I think there is 
machinery for checking it up through collective bargaining 
end through conciliation boards and so forth, and I should 
think that the Board of Transport Commissioners would 
pretty well have to take that as read, as it were, and I 
Suppose, if there might be extreme cases where if they 
find that common labour on the railways was being paid $15.00 
an hour or something like that, they could say "Well, the 
public ought not to be expected to pay rates based on that 
kind of thing", but it is in connection with reasonable 
realms of probability, anything thet is at all likely to be 
established that I think the Boara of Transport Commissioners 
Setting rates would have to take the railway wage rates as 
Something that it could not go behind. Otherwise, your 


Conciliation machinery and your collective bargaining 
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machinery would be so much Shadow-boxing, and you would 


have to go through the process of arguing your whole 


case all over again when you come before the rate-fixing 


agency. 


(Page 7952 follows) 
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COMMISSIONER INNTS: Q. Are you content with 
the effectiveness of the present conciliation machinery? 

A. That is a large question. "Content "9 I think 
reasonably content. 

We could Suggest improvandits ALi Grane 
but we are reasonably well content with ivy Certoiniy 
as Opposed to the idea of dropping the whole thing into 
the lap of the Board of Transport Commissioners. Some - 
body has said that they would have to sit until Kingdom 
come if they tried to gO into this matter. 

MR. COVERT: That is all & Have to asic, 

Mr. Chairman. 

THE CHAIRMAN: Are there any more yuestions? 

MR. BRAZIER: Q. In answering a quest_on 
asked you by Mr. Covert, I think, you said you were not 
advocating the cost-of-service principle. I presume 
you make that statement, due to the fact that you con- 
Sider you have not studied it sufficiently to Zive any 
Opinion. 

A. Quite so. I am not advocating any particular 
Principle. I do not want to pretend to something I 
have no right to. There are a fair number of humbugs 
ebroad in this country now, and there is no reason why 
I should, gratuitously, add myself to that number. 
CROSS-EXAMINATION BY MR. FRAWLEY: 

Q. Dr. Forsey, when you say, in your paragraph 6, 

"+. . railway and other rates should be set at 

@ level which will allow the various transportation 

agencies to pay their employees proper weecs. i 
What you are Saying is that the fixing of the rate must 
be with the knowledge that the rate will allow the payment 
of 2 proper wage. Isn't that the plain English of it? 
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A. I do not know that I can make any clearer what 
I had in mind there then TI already have. But I Suppose 
I could make another attempt. 

Q. No. You have said that you thought the regulatory 
body, the transport board, should take it as read. 

A. What I was thinking of really was this: I do not 
think the Board of Transport Commissioners should sayt 
It looks to us as if you were paying your people too much 
altogether, and therefore you have got to cut down their 
wages, or get along with less money; if you are going to 
pay these wages, you will have to pay them out of your 
Shareholders' pockets, and let them do without dividends 
for some time. 

Q. Let us get away from railways. Let us consider 
Gas companies. If they should find that the president 
is being paid $100,000 a year, a regulatory body could 
say thet, for rate-making purposes, we will cut that down, 
let us say, to $25,000 2 year. You know that that 
principle has been acted upon quite often? 

Be (9 SES, 

In your opinion, it. just should not apply? 

A. I qualified my statement. by saying that if it 
were common knowledge that the railways were paying $15 
an hour for common labour, the Board of Transport Com- 
missioners would take some cognizance of that. But where 
are you going to draw the line? It would be difficult to 
say. 

I presume that the shippers could go before the 
Board and show that the rates for certain types of occupa- 
tions on the railways were notoriously far far out of line. 
They might take the same attitude. The Board might tcke 


the same attitude then that you suggest, with respect to 


the salary of the president or other executive officers 
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if they appeered to be utterly exorbitant. 

Of course, with executive officers, you have 
only a smell number of them, and the Board could look at 
Lvs WALRUS Spending the rest of its life. 

But with the mass of people employed on the 
railways, it would be an enormously challenging problem. 
But the Board of Transport Commissioners, if it hod the 
evidence before it, could see if the wage rates were 
fantastically out of line, as compared to the same occu- 
pations elsewhere, and they would certainly be bound to 
Bare account of 4b. 


Q 


ye 


You mean, take a crack at the executives, and 
leave the labourers alone? 

ie NO T would not say thet...” Butea 1G) were the 
custom to pay the president of large corporations across 
the country $100,000 a year, I. Venture’ to say chat 2 
rate-taxing body would not teke the view that thot was 


exorbitant. 


Mr. Meighen might say: I never believe in 
these mountainous selaries. No man in the world could 
earn them. But I do not think the Board would t2ke that 
line. And if it found that this particular president 
got fifteen times 2s much as other people doing the same 
kind of work, they would disallow it. 

2. You say the Board of Transport Commissioners 
Should take wage rates -- 

A. With a very wide qualification which I have 
mentioned, I do not think they could do anything else. 
It is surely 2 matter of administration procedure. 

Q. You would agree with the proposal put to you 
by Mr. Covert that other shippers should not be asked to 


bear the burden of carrying traffic which was being carried 
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at less than normal rates. Is that a correct interpretation 
of what’ you said? 
As» I/ think’ so. 
Q. Without any assistance from Mr. Sinclair. 
MR. SINCLAIR: You used the words “normol Pavea'*s 
That is a technical term,and the witness did not use those 
words. 
THE WITNESS: No, I did not. 
MR. FRAWLEY: Q. Then what kind of rate is. it? 
There is a variety; and you say that other shippers should 
not be asked to bear the burden? 
A. Of providing services which do not pays 
Q. Of providing services which do not pay; and you 
timit it thus: you add, lines at the compensatory points 
aS against non-compensatory points. 
an What I said was that the railways 
and other transportation agencies should not, of thems 
selves, be called upon to bear the burden of services 
which do not pay. And when Mr. Covert asked the question, 
I agreed that I did not think that particular classes of 
Shippers should be called upon to bear the burden of pro- 
viding for services which do not pay. 
THE CHAIRMAN: Q. Would you please repeat? You 
agree with what? 
A. That in particular cases, all shippers should not 
be called upon. 
Q. That is what you told me. 
A. To bear the cost of looking after services which 
do not pay. 
MR. FRAWLEY: Q. And you would tack thzt down 
to the commodities, I think; yes, each regifn, eoch place, 
each commodity should pay its due cost, should bear its 


due share of the cost of service. 
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A. I was not using the words "cost of service’ 
with any reference to the cost-of-service principle. 

Q. And then you Soy that the federal treasury 
Should subsidize, where the region, place, or commodity 
does not bear its due share of the cost of service? 

mee Yes’. 

Q. How far would you g0% You do not go so fer ag 
to say that, because we have been told that sane 2nd gravel 
can only move because of the rates charged for boots and 
shoes -- you do not Say thet the federal treasury should 
Subsidize the movement of sand and gravel? 

A. Would you mind repeating your question? 

2. We have been told tmt send and gravel could not 
move at cll, if it were asked to p°’y its share of the 
cost of moving it. 

A. The whole thing. 

MR. SINCLAIR: Who said that, Mr. Choirman? 

I would like to object to my friend, Mr. Frawley, putting 
Questions such as: we are told that send and gravel could 
not move at all if it did not bear the cost of moving. 

THE CHAIRMAN: You want to know who s-.d thet, 
who told us that? 

MR. SINCLAIR: Yes, Mr. Chairman, I want to know 
who said that. 

THE CHAIRMAN: I think the usu2l phrase is: 

"I am instructed." 

MR. SINCLAIR: Then I think it is my friend's 
duty to bring forward the evidence to prove the instruc- 
tions. I would be glad to hear it with respect to grain. 

MR. FRAWLEY: I guess we cannot get away from 
grain. Somebody told me, a few days ago, we would get 
away from it. But I see no hope at 2ll. 


MR. FRAWLEY: Q. Talking about boots and shoes, 
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sand ond gravel, we.re told that a rate is charged for 
boots ond shoes, Sufficiently high to carry the other 
more bulky mcterials, which ore more costly to move, 
commodities such 2s sand and gravel. 

Boots ind shoes are put into class 1, while 
send ond grevel are in class LO 

Presumably the costs of moving are comporable 
to boots and shoes, but the latter pay more then send and 
eravel . 

Would you go so far, in the extension of whet 
you have said in your brief, .as to say, that the railways 
Should be subsidized for moving sand and gravel? 

A. No. I think the whole thing hinges on the inter- 
pretation to be placed on the words "duc shore’, 

Unfortunately I used this misleading phrase 
"eost of service." TI was thinking of the total cost of 
Sservice,.not the kind of thing you have just sugsested 
now, Sir. It is rather hard to put it, when one is 
unfamiliar with the technique, 2s I am. 

I mean that the whole, the undue shere of the 
cost of carrying sand 2nd gravel should not be thrown on 
boots and shoes or anything else. But exactly how much 
you are going to assign to these commodities is an 
exceptionally difficult technical problem, I think. 

But I am not for a moment suggesting that every 
Single commodity should pay the same rate per pound or 
per ton. That would be looney. 

Q. You see no place for federal subsidies between 
boots and shoes and sand and gravel? 

A. -I believe we have expressed ourselves badly. 
My technical equipment is exceedingly slim. 
Q So you would lecve that to the railway to work 


“Me 


out, how much boots and shoes should pay 2s compared with 
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Sand and gravel? 

A. Subject to existing control. 

Q. You said that non-paying lines should be 
assisted by the federal treasury, ond that other Shippers, 
and other lines should not be Spe ee non-paying lines? 

AY. AP the railways say: Here is 2 line which is 
not paying. Now, if we were left to ourselves, we would 
close it down. 

They have, on occasions, done that. Tf 
they wish to Carry 15- for advertising purposes, I do not 
Know; but if it is a loss, and it is kept going against 
the wishes of the railways and against their economic 
interest, and the public authorities Say to them: We 
don't care if you lose $1 billion a year on it, you have 
to keep that line Open, then we say that the railway 
Should not be called upon to bear the cost of keeping 
that line open for the convenience of the public in 
accordance with national policy. 

Q. So you would limit your suggestion to that 
kind of case, entirely? 

A. If you talk about uneconomic things, you could 
Say that a great deal ofr passenger traffic is .mnot 
economic. I have heard it said that most passenger treffic 
does not pay; that there are very few passenger services 
which pay; that the only passenger service on the Canadian 
Pacific which does pay, is the line up to the Laurentians, 
with the ski trains from Montreal. 

I have heard it said that the big expensive 
passenger terminals are dead economic losses, in one sense. 

If you took out all the living you could get 
from the renting of offices in them, they would not pay. 
We are not suggesting for a minute that things of that 


Sort, which the railways would do simply as commercial 
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organizations should be subsidized. 

We say that if it is a dead loss which the 
roilways would cut PleNt ous, "1 F they had their own way, 
and where the public authority says: You have got to 
have that, and we do not care how much the COst, thay 
is the kind of thing we are thinking of. 

THE CHAIRMAN: Q. Do you mean, for example, 
if the Government ever did Say: You must carry p2ssengers 
at such 2 rate between Montreal and Toronto, and that rate 
does not pay, then there Should be 2 Government Subsidy, 
to make up the difference? Is that what you mecn? You 
ere “rererring to passenger rates? 

A. The same general principle could be epplied 
there, if the Government s2id that. 

Q. Are there any cases of any such thing happening? 
We, 22 10 did, happen, if the Government did scy: You must 
do so and so for such, less than it 18 worth, has that 
actually happened? 

A, The only oce2sion I am aware Of, Or this kind 
of thing, is with respect to the cases I have referred 
to, where, to the best of my recollection, the railways 
have actually applied for permission, to the Board of 
Transport Commissioners, to shut down, to abendon 2 line. 

Q@. What case have you in mind? 

A. I have no particular case in mind. TI could not 
quote one. But I am confident there have been such cases. 

I think I could give you a specific example. 

But I suspect there were those cases, where the railways 
Wold Nave Deen inclined to do it, if they thought the 
Board of Transport Commissioners would agree; and I 
Suspect it is only in extreme cases they have cpplied. 
THE CHAIRMAN: Could you help us out, Mr.Sincleir? 


Do you know of any cases where the Canadian Pac: fic has 
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applied for the right to abandon 2 line and has been 
refused? 

MR. SINCLAIR: There 2re quite a number of 
cases, and they are set out in the brief, under the 
heading "Canadian Netional". 

THE CHAIRMAN: They have to do with cooperation? 

MR. SINCLAIR: Yes. But I am not saying that 
in each one of these cases the line was being opercted at 
2 loss. I do not know that, without going into them in 
detail. There may have been other reasons why there was 
an application made to abandon. There might have been 

greater savings. But I would not know without going into 
it. However, I do know there have been cases where lines 
were operating at a loss, and some application was made. 

THE CHAIRMAN: To the Board of Transport Com- 
missioners: 

MR. SINCLAIR: Quite so. 

THE CHAIRMAN: And they refused it? 

MR. SINCLAIR: As I understand it. 

THE CHAIRMAN: Q. Would you Say that, in such 
a case, where there is 2a loss to the railways which ensues, 
the Government should make it good? 

A. That seems to me to be sound principle, 
Mr. Chairman. 

MR. FRAWLEY: Just one more point in connection 
with dominion control of hours of work and rates of pay 
in hotels. That is 2 matter which, as you know, is now 
vO be determined, or rather about to be determined by 
the Privy Council? 


fis S¥es : 


2. I want to know how far you would go in your 


recommendation to the Commission. You say that employees 


in railwey hotels, whatever they may be doing, should 
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be brought within Dominion jurisdiction as to rates of 
pay and hours and conditions of work. 

Ae Yes’; Sir, 

Q. And would you go so far as to say that the men 
who dispense beer in the basement of. the Palliser Hotel 
in Calgary should be peid the rates of pay, and have 
their hours of work prescribed by 2 Dominion body? 

et (yes: 

Qo. Notwithstanding the fect that every other beer 
parlour -- as we call them in Alberta; it is 2 technical 
name =-- that they are all regulated by a purely provincial 
body, @s well as with respect to licence? 

Ba? CS . 

Q. So, the Canadian Pacific Railway takes its 
licence and sells its beer in its basement in Calgary, 
purely by virtue of provincial permit? 

At “Yes: 

Q. And you think thet they, having -got their 
provincial permit, and being required to buy their beer 
from the brewery prescribed by the provincial Authority, 
that the gentlemen who dispense that beer should go to 
work as and when some Dominion body tells them; and you 
think that the hotel should be closed up as and when the 
Dominion body tells them. So, the Palliser Hotel might 
Operate its beer room all night, while the beer parlour 
Just across the street might not be permitted to do so? 

A. J do not think that part about "all night" would 
follow. I am only 2 layman, but it seems to me that is 2 
different aspect of the matter entirely. 

Q. But it might follow, if the Dominion body had 
complete control over hours of work. 

A. I am quite prepared to leave that to the courts. 


Sometimes we say very unpleasant things 2bout 
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the courts, in the labour movement; but it seems to me 
that the courts should be trusted to take care of the 
various ospects. 

A lot has been said about one 28pect being 
Dominion and another aspect being provincial. [I think 
it applies here. My recollection is that it occurred in 
the case of Russell vs. The Queen. 

I do not think there is any difficulty there. 
Your beer parlours, I Suppose, or whatever you call them, 
are clearly matters of public health regulation. 

2. Would you even go so far ag to Say that the pro- 
vincial health regulatory authority should go in there 
to sce if the glasses were sterilized? 

A. I think so. If you are going to separate labour 
relations from other things, somebody will have to say 
where labour relations stop and health regulations begin. 
You are faced with that kind of problem all the time in 
a federal country, and the courts solve it more or less 
satisfactorily. 

Q. But the rates of pay in the hotel should be 
fixed then, if somebody chooses to fix them by 2 Dominion 
Or provincial authority. 

A. We are not in favour of having rates of pay. 

Q. Oh, I should have said rates per day in the rooms. 

A. I thought you said "rates of pay", 

2. And so I did, inadvertently. 

A. I thought I had already answered that. No, that 
is not what we are asking. 

Q. Where would you put that authority, the right to 
prescribe the room rents in this hotel? 

A. I have never considered it, and I do not, pertic- 
ularly, care. 


What we are interested in, in paragraph 8 -- 
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that comme should not have fot in. 

2. You may not care, Dr. Forsey; and, frank by, 

I may not care much about that; but I would like to pursue 
Pore Litule bat further, to see where you draw the dividing 
line between the rates for the room rent, and the wages 

of the men in the beer parlour. 

A. I would draw it exactly where the courts decided 
it should be drawn. When you are dealing with the terms 
"labour relations" and "labour conditions", if those terms 
are not precise enough, then learned counsel in the law, 
like yourself, can produce terms which are precise enough. 

Q. Thank you very much. Now, you see no inconsis- 
tency with the Canadian Pacific Railway holding, very 
tenuously, before the Board of Transport Commissioners, 
that the money which it makes in the beer parlour, and 
in the rooms in Calgary in their hotel, is no concern 
of the regulatory body, when we go there, trying to find 
out how much financial need they have; would you subscribe 
to that? 

A. No. I do not think I should. It secms to me 
that these ancillary enterprises are the business of the 
Board of Transport Commissioners. But it does not seem 
to follow that the rates for hotel rooms should be 2 
Subject for the Board of Transport Commissioners. 

They could say that they can consider revenue 
which the Canadian Pacific Railway gets, let us say; from 
the Consolidated Mining and Smelting Company, if they 
want to. 

But I am not prepared to express 2n Opinion on 
it. They can consider that, without having to consider 
the rates to be charged for hotel rooms, or the price to 
be charged for the various metals produced by the Con- 


Solidated Mining and Smelting Company, for their lead, 
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Zine and other stuff. 

2. Yes, and there is a lot of other stur?r. But 
just tell me this; you do think, chen, and it is your 
view, that when the Board of Transport Commiss:oners is 
considering the financial need of the Canadian vacific 
they should take into account just revenue, or just 
smelter Stock, and just profits from its hotels? 

THE CHAIRMAN: Did you say: Its revenue from 
its smelter stock? 

MR. FRAWLEY: Q. Do you say the revenue from 
its smelter stock? 

A. I think that the Board is entitled to. take it 
LEO Decount’ yes, because, after all, the investments 
were Originally made out of the profits of the railway 
industry. 

Q. Oh, I seem to have heard that argument before. 


THE CHAIRMAN: Q. Dr. Forsey says that, 


ancillary enterprises, such as hotels owned Dy Che retie 
ways, ought to be brought within Dominion jurisdiction, 
to ensure uniformity in labour relations. 

A. That was the only thing I was thinking of. 

%. And you were asked whether they should include 
smelters; and you said no, not for that purpose. But you 
would have included revenue derived from the smelters 
taken into account, as part of the revenue derived by 
the railway? 

a. TGhank so: but I do not see any inconsistency 
in saying thet the Dominion should not regulate the price 
of lead and zine from the Consolidated Mining cand 


Smelting Company and s2ying that the Board should 
take into aecount revenue which the Canadian Pacific got 
from its investments, including Consolidated.. Mning end 


Smelting Company. 
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I see no inconsistency in Saying that the 
Palliser Hotel beer parlour should be licensed by the 
province, and in saying that the rates of pay should be 
under Dominion Jurisdiction, to be settled by collective 
bargrining, and so forth. 

MR. FRAWLEY: 9. The revenue from the telegraph 
System, from the hotels, and from the investments which the 
railway calls its other income, you would, I understand, 
subscribe to the proposition that that revenue Should be 
taken into account, when the Board of Transport Com- 

Be aaceweus is endeavouring to arrive at the financial need 
of the Canadian Pacific Railway. 

MR. SINCLAIR: Mr. Chairman, I did not hear the 
witness use the word "telegraph", or the words ‘other 
income"; and I wonder whether my friend Mr. Frawley is 
giving evidence, or whether he is trying to ascertzin what 
une» iwitness is. trying to tell the Commission; or whether 
he is trying to put some evidence on the record. 

If Mr. Frawley wants to put some evidence on the 
record, there is one way of doing it. 

THE CHAIRMAN: This is addressed to labour. It 
is a labour brief, and you are talking of ancillary enter- 
prises of the railway, which Mr. Sinclair would give beyond 
hotels. 

He only gives hotels as an incident; and 
ancillary enterprises of the railway, such as hotels owned 
by the railway, ought to be brought within Dominion juris- 
diction. And he gives reasons why, to ensure uniformity 
in labour relations and labour conditions. That is as 
Pear 26 Dr. Forsey has gone in his brief. 

Now, he has been asked, outside of his brief, 
in respect to revenue derived from other investments and 


Other enterprises. 
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MR. FRAWLEY: That is right, other eneillary 
enterprises. 

MR, SINCLAIR: Might I Suggest: I know thet my 
friend Mr. Frawley wants to be: tair... He has demonstrated 
that, many times. But the proper way, I suggest, he may 
have overlooked. 

MR. FRAWLEY: The proper way, I suppose, is to 
ask you. 

MR. SINCLAIR: No. I am nota a witness yet. 

And neither should you ask the witness. Possibly you 
Should sey: What other enterprises had he in mind when 
he was discussing ancillary enterprises? 

THE CHAIRMAN: Q. That is a fair question. You 
give hotels as an instance; and you must have something 
sise in mind. 

A. I admit, possibly, that Mr. Frawley's question 
might have been objected to as being in the nature of a 
leading question. But I have no objection. to. it an fact, 

I think we can.shorten the thing; and instead of Mr.Frawley 
Saying: Would you include telegraphs? and my scying: Yes-- 
I know that is good legal procedure. But in this case I 

am perfectly prepared to talk of the things which 

Mr. Frawley has listed as ancillary enterprises, and give 

my Opinion on it for what it is worth. Of course, it 

will not be an expert opinion, but rather, the opinion of 

en. Ordinary citizen. 

My opinion is that the revenues which the railway 
derives from these various companies which he has mentioned, 
telegraph, hotel, steamship, and income from investments 
Of various kinds-- I think they should all, properly, be 
payments into account, be proper for assessment under 
assessing need for rate increases. 


I do not say, right now, that I would include 
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the lot, but I cannot think of any I would not. Suppose, 
if they ran a stamp collectors! club? 

THE CHAIRMAN: Q., Would you consider their 
possible losses, if hotels ran-at a loss? 

A. I should think thet would follow. If you consider 
the need of the Canadian Pacific Railway, for example, for 
certain increases, and they are losing money heavily on 
these things; I think it is a matter of common sense that 
you should consider it. 

COMMISSIONER ANGUS: Q. Who do you think should 
bear that, the Shippers or the taxpayers? 

A. That is a nice question. I am arraiaq Tam not 
prepared, without thought, to answer it. I would have to 
think it over. 

THE CHAIRMAN: Mr. Hume. 
CROSS-EXAMINATION BY MR. HUM2: 

Q. I have one or two questions. With pre lation to 
No. 4, I listened with interest to your explanction of the 
difficulties you encountered; but in No. 4 you sey that: 

"Hach type of transportation should be assigned 
the task it can most economically perform. ' 
I would ask you whether or mot you mean that the sole 


Criterion in relation to allotment is the question of 
Economy, that is, cheapness; 


For example, if a shipper decides that he wents 
to ship something by air, although by doing so it may be 


more expensive, are you going to suggest that he should 
not do s0, because it would be more economical to use 


another medium of transportation: 
A. It seems to me that the rates would look after 


that. 
if a man decides, deliberately, that he is 
willing to pay a higher rate-for a certain thing, to get 


certain advantages, such as Speed, then that is his 
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business, 

I have been told that certain importers here 
prefer to import from the United States by truck in bond, 
rather than by rail, because they find they have less 
delay with the customs, and find it worth whilc, caccord- 
ingly. 

I do not think you can make everybody use any 
particular type of transportation. But if you scttle your 
rates in accordance with this principle, then people will 
only use the type or transportation which is most econom- 
ical. Speed comes into it, for example, and other things. 

4. That is a little different to what you say in 
No. 4. There you say: 

"Bach type of transportation should be assigned 

the task it can most economically perform, " 
I want to find out if yours has the cheapest . 
HevnOU, if that is ‘the criterion, or whether you would 
agree with me that there may be 2 form of transportation 
which may be more expensive, which a shipper may decide 
upon for 2 number of reasons, which he prefers to use? 

A. It would depend on the definition of “economical”, 


Q. 


What is your definition? 
THE CHAIRMAN: What about the next paragraph? 

There he says: 
". . . each type will be confined to its proper 
Sphere and none will be 2llowed to engage in 
uneconomic competition with the rest.’ 

That is to say thet the truck, for instance, or the rail- 

way, for instance, would be forbidden to do certain things, 

but would be confined, each to its proper sphere. 

MR. HUME: Q. Is that the idea? 


THE CHAIRMAN: Q. And none would be cllowed 


to engage in uneconomic competition with the rest? 
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A. "Confined" is probably too precise 2 term there, 
I did not foresee that T was likely to come before 2 
board of legel counsel. That was Something I did not 
expect. We merely intended to file this brief> end. it 
never occurred to us that people who were appearing before 
the Commission would be so much interested in our views. 

THE CHAIRMAN: But we are. 

THE WITNESS: It never occurred to me that we 
were going to be cross-examined on this briers 

THE CHAIRMAN: Q. But is it not a serious 
question‘ 

Do AYehs Gi. 

Q. You say: 

"Each type of transportation 
You mean: truck, railway, plane, and so on; and you say 
that the thing should be arranged so that each type would 
be confined to its proper sphere. Surely we can 2sk you 
what you mean, 

Avy Definitely. 

Q." And none would be 2llowed to engage in 
uneconomical competition with the rest." Do you mean, 
from the point of view of the carrier, or from the point 
of view of the Shipper? 

Now, Mr. Hume's question, I think would say it 
was uneconomical on the part of a shipper to use 2 plane. 
Is that what you mean? 

A. There are those which are uneconomical from the 
point of view of the community as a whole. But I co not 
think I should have used the word "confined" there, without 


Some explanation of it. 


Q. I thought you meant railways should not be allowed 


to compete with trucks, if they could handle it 2t. so much 


less, or that trucks should not be 2llowed to compete with 
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railways, if they could handle it so much better. 

A. I was thinking of confining -- and thet is not 
the best term I could use -- but confining it to their 
private arrains by ‘the rate regulations. Possibly, in 
some instence or other, the type of regulation would do 
that. But primarily your rate resulavion: 

I was not suggesting that you could sey to e 
Shipper, ‘Whether you like it or not, you have got to 
ship a certain way." But looking at the thing from the 
point of view of the community, we think 2 certain type 
of transportation should perform certain services, and 
we would set our rates accordingly. 

But, on the other hand, if Somebody still hos 
a private reason for shipping by some other means, and 
at a higher rate, then that is his business to provide 
some kind of plan, a national co-ordination of tvrans- 
portation policy, so that one, broadly speaking,-- the 
different types of transportation would be tied “n with 
it, and from that point of view, could probably, most 
economically, perform their function. 

And if trucks are suited, from the PCr ne. OF 
view of public interest, to perform 2 certain LYOS Ox 
service and in a certain place, then a regulatory body 
Should arrange rates accordingly. Then, if somebody 
says: I do not care if I have to pay $1 million, I will 
Ship it by truck, then you should not prohibit it. 

Q. You would not prohibit the truck from 
carrying it? 


A. No, that was not our intention anyway. 


MR. HUME: 2. You have switched over to the 


point of somebody setting rates. But I was only con- 


cerned with clearing up one. point about this assigning 
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of certain tasks, as I understood it, to certain transport- 
ation agencies from an economic Standpoint; and I was try- 
ing to find out if that is what you meant, and if that was 
what you meant whether you were intending to imply that a 

Shipper should not have freedom to use any method he wants? 

A. No. 

Q. It is up to the shipper? 

Ae It i8 up to the Shipper. But I do think that the 
assigning and the confining and these other words which I 
am afraid I used too loosely -- it just shows how necessary 
a legal training is, and how lamentable it is when you 
naven't got 1t << the assigning and the confining and so 
forth we were Suggesting should be done mainly by rate 
regulation. Of course, if there is some reason to think 
that a particular type of service for certain purposes 
would be grossly unsafe or a menace to public health or 
Something like that, that is a different matter, But in a 
general way we were thinking about rates, and then if the 
Shipper wants to pay a high rate for some reason and wants 
to have the stuff taken by llama, or people carrying it on 
their backs, all right, let him go ahead and do it. 

MR HUME: Thank you, Dr. Forsey. I think I know 


what you mean. 


(Page 7984 follows) 
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THE WITNESS: ‘There is a barbed edge in that. 


CROSS -EXAMINED BY MR O'DONNELL: 

Q. Just two questions, Dr. Forsey. On page 3 of 
your brief, paragraph 7, where you say: 

"A great deal of this debt has now been trans- 
ferred to the general public debt, where it properly 
belongs", 

I take it the reference there is to the adjustments which 
were made in consequence of the Capital Revision Act of 
1937? 

Ae Les, 

Q. And just one other question, with respect to this 
paragraph 4 on page 2; the principle which you enunciate 
there, I take it, you would hold is still good with 
Pespect to intraprovincial traffic, but as a political 
realist, I think you put it, you felt it was hopeless to 
expect that the provinces would be willing to forego what 
rights they had? 

Ae Yess 

Q. Or to co-operate sufficiently closely to make it 
effective? 

A. Well, I suppose they might conceivably co-operate. 
I am perhaps a little pessimistic about that, but my answer 
would be yes. 

Q. But if it were possible to have them agree, then 
ideally speaking that would be the arrangement that you 
would be for? 

a. wes, 


Q. Thank you, 


CROSS-EXAMINED BY MR SINCLAIR: 


Q. Dr. Forsey, dealing with ancillary enterprises of 


railways, I assume that you would include their investment 
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in the railway, fixing the return; that would be taken 
into account in fixing the freight rates, if you were 
going to take in their revenues; is that correct? 

4. Would do which? 

Q. You would take in the investment of the ancillary 
enterprises into the railway investment, if their income 
was going to be taken into account, in fixing rail rates? 

A. I should think you would have to. 

THE CHAIRMAN: Thank you very much, 

COMMISSIONER INNIS: @. I was wondering, Dr, 
Forsey, whether you had ever prepared any memorandum sug- 
gesting improvements in the conciliation machinery; you 
mentioned that you had improvements to Suggest? 

A. Well, we think it takes very much too long, but 
the problem of Shortening the thing, or in fact even the 
problem of getting the existing law obeyed to the letter, 
is an exceptionally difficult one, even with the best will 
in the world. My experience of conciliation boards, both 
aS a member of them and as a witness before them, has been 
that on the whole the Dominion and Provincial Departments 
of Labour do do their best to live up to the terms of the 
Acts now and to proceed with as much expedition as possible, 
but that it is very difficult to do so. We think the 
thing ought to be Shortened, but I have never discovered 
a foolproof way of shortening the period. You can write a 
Shorter period into the Act, as I think they have done in 
British Columbias and still not be too successful. And of 
course in the case of the Dominion Boards you are faced 
with extra problems because of the time it takes to get 
from one place to another and that sort of thing. With a 
provincial board you may be able to shorten the time in 
fact as well as on paper more easily than you could with a 


Dominion Board . I don't know; it seems to me a very 
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difficult problem. Mr. McGuire may have some more spe- 
cific suggestions there, but I have found it a very 
baffling one, because I know of cases where I have been a 
member of the Conciliation Board myself, and have had the 
strongest private as well as public reasons for wanting to 
hurry the thing on, and I found it often quite impossible 
even to live up to the specific terms of the Act. 

THE CHAIRMAN: Thank you, doctor, 

MR COVERT: Now Mr. McGuire is here, and I think 


there were three questions that were asked. 


J; .8, McGUIRE, Called, 


EXAMINED BY MR COVERT: 


Q. Mr. McGuire, what is your position? 

A. National Secretary-Treasurer, Canadian Brotherhood 
of Railway Employees. 

@. What Railway Brotherhood is it? 

A. Canadian Brotherhood of Railway Employees and 
other Transport Workers. 

Q@. Now, Dr. Forsey intimated that there were a few 
questions that you could answer better than he could. I 
think one of them was the number of truck drivers or 
operators in this organization, the Canadian Congress of 
Labour? 

A. Probably we would have in the neighbourhood of 
approximately a thousand. You are referring to freight 
motor truck drivers, I presume? 

Q. Yes. 

A. Well, it would be in the neighbourhood of a 
thousand drivers. 

Q. In the neighbourhood of a thousand drivers? 


A. Yes. We are taking them into the organization 
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now, as the railways extend their influence over competing 
services, highway motor transport services, Particularly 
in western Canada, at the present time the companies are 
buying up the highway motor transport companies and taking 
them into the railway Organization. 

COMMISSIONER ANGUS: Q. Are the truck drivers in 
your membership railway employees, all of them? 

A. No, not all railway employees. As a matter of 
fact, a number of these people are employed by cartage 
companies who are agents of the railway companies in cities 
Such as Winnipeg and Toronto, in the larger centres, The 
railways in a number of cases have taken over these cartage 
companies under this new pick-up and delivery system, where 
the railway picks up the goods free of charge and delivers 
it at the destination free of charge, providing it is in 
the pick-up and delivery zone, but in other areas where the 
pick-up and delivery system is not in vogue the practice 
has been to give this work out to private companies, and 
we have organized the employees of those companies. Then 
we have gone beyond that and we have organized the trucking 
companies who are in competition with the railways, seeking 
to bring about by a collective bargaining process some 
degree of uniformity and to eliminate the cut-throat com- 
petition that exists in the transportation world. 

MR COVERT: There was one question, Mr. Chairman, 
that you asked Dr. Forsey, in discussion with respect to 
wages, if the railways contend that they are bearing the 
burden of national policies and are thus unable to pay 
wages that are asked. 

THE CHAIRMAN: The question is whether they are 
or not? 

MR COVERT: Yes; you asked if the railways did 


contend this. 
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THE CHAIRMAN: Well, one of the railways is a 
Government railway, and we know what happens; there are 
deficits. Perhaps it would apply to the other one. 

MR COVERT: My recollection, sir, was this, that 
during the process of the questioning Dr. Forsey gaid that 
the employees should not bear the burden of these national 
policies, and the question arose as to whether or not during 
negotiations they said, "Well, we can't pay wages because 
we have freight rates"--- 

THE CHAIRMAN: Yes, I did ask that question. 

MR COVERT: And you asked if the railways did ever 
actually say this during negotiations, and Dr. Forsey sug- 
gested that Mr. McGuire perhaps could tell us. 

THE CHAIRMAN: That would be in a case where 
negotiations were going on about wages, between the railway 
and its employees. 

THE WITNESS: And just what is the question, Mr. 
Chairman? 

THE CHAIRMAN: Q. The question is whether in 
those cases the railways have ever said, "Well, we can’t 
can't pay you what you want because of the burden we are 
carrying; we are not making enough money; we are suffering 
a loss in certain regions, and so on"? 

A. Oh, yes. Well, I have heard that argument from 
the railway managements now for over thirty years in nego- 
tiations, where the railways claimed inability to pay be- 
cause of burdens, economic burdens, which the transportation 
Bystems were obliged to carry. Of course, that is common 
knowledge throughout Canada, the number of economic burdens 
which railways are obliged to pay because of apparent 

public policy. I remember very distinctly of one 
railway being taken over by the Canadian National. It was 


known as the Quebec, Montreal & Southern. It ran between 
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St.Lambert on the southern end of Victoria Bridge and 
Sorel, then down to St.Hyacinthe and south to Noyan 
Junction. I think it was on October lst, 1929, that rail- 
road was taken over at a cost of four and a half million 
dollars to the people of this country. I went down on the 
gas car that travelled over this line on the lst of 
October, the date it was officially taken over, and I 
could not see the rails, I could not even see the fence, for 
the hay that was growing up along the right of way. 
Shortly after it was taken over the line between Sorel ana 
St.Hyacinthe and Noyan Junction was abandoned, leaving only 
the line between Montreal and sorel. Then highway motor 
transport traffic developed, competition developed to such 
a point that it made even that line uneconomical, and that 
cost us as taxpayers four and a half million dollars. That 
is one of the contributing factors in relationships between 
the railway managements and the organization representing 
the workers when it comes to negotiating what is considered 
to be fair and equitable and reasonable wage rates and 
working conditions. These various factors, these burdens 
carried by the railway companies, naturally have a bearing 
on the attitude of the railway managements in dealing 
with a problem, a wage problem, and there is something that 
probably will have to be worked out by some other process, 
MR COVERT: Q. There was just one more question; 
that was whether or not the Canadian Congress of Labour had 
any special ideas with respect to abandonments of railway 
Jines, loss Jines for example, lines that were losing 
money? 
A. It is a problem that requires a lot of thought 
and requires a lot of research, that is, as to what lines 
Should actually be abandoned, whether there is justifica- 


tion from both the standpoint of economical operation and 


tate (et a) ait 
ee tes toaaahy he beta 


ie BLOM “ese Seeeniee Rete achat anit ne of ano Ze 
ycert shits oof) eat eos oO: geo wan! UE sia 


ie Ta he) 38.on here: SR “Yo Weoo (ete tees ayrsal , oui batel! va 


‘ 


Te 
Ww 
a 


1 
r ‘ 
Pie | Ki pe i. oy 
okt cea Ctew i. eID, Bis, -F 2 SALAS si BY seraketon ie ie 


s } ‘ ‘ . 


a 
7 


int 
eter) a 4 ' 
m, x 7 a) ow e UG teaser nye es =i § 
tid ao Schl eine 13VO° DSc Lever seit: YEo 98 
oy 
wee > oh x ‘ a = ie ie | 
f a4 1 58 ie it ed. 4 Lie x <ak : "te = « Me a 4 2 va etoaon ‘ 
. ce 
b a 
‘ : my ae aay 8 . 
s ei 7 ee 2 | F i A +4 Gs a te > a ay 3 | - GLawao) ' 
; é 
it +1 
a Wd. ey OLY GY BILe a ak Yee sy 
‘ = - 4 , 
De A es ARE VEO CMe rane Ep a 
saowsS EL el Ey. “GVO CA ea Ys “ae Re toned 
2. | = 3 iy 
; oT ES \ Tas Pore ae ETA. tna aile 
a 
. " } apiacit ® 5 it As Bae - ~ neh et ee ir “f ‘ 
Ti ge SESS ad ORG CONE, (ET) PREP, SS er it fi 
; f , . ; SY { # % 
> a: ly dle ete Rees Dalal Panny eee APM} rbey wap eras U2 
lereoh etre tenon upegoloreb 2 yay Pomme 5 
{ ‘ ig ee 
y . ae Pe he rae ed es eee ae? oC * AST ai =A MR GPa y # i 
by Ve ac ANS ee PRs Aha ca PEND LOS PPA Re ES se EOE | # ‘ 
y a4 P Ps ; ‘ a - \ 
ae hae oye fo jae he eedet Co ae Se es - ‘ hee eee oe reread * ts ee born : Mi) 
ae ERE: gis aE NT te 8 ie AGN a 2 OTE ta pe cae? dh aaah 8 a EN SRM meee FEES ery 
a 4 - y ji it 
\ ] { 
ce, : ' t a os u 2 Coen’ Vet ate | 2 . 
deh etett ; “pptoey matt lhpeh iets » ceed 1 ee eee 
th * Z < vy 


a . P x - © _ ‘os Pe ~ 4 
wee Dee a tak ies ree Pxyy ry inky 5 
: : (a 
r. O te hs te dd . f 
fii i = et o tiey mee Sarees on b 
HA OCW a Fa : oo) Samioo OS viet -wresicow say: 
; ey 
a . 
eres 4 4 ; ee te i nh ee) * 34 nite | j 
2: aad 4 Es i RRS bert t 3 Lei Seb 
x , 
i 'y 7 
Py ® " oe he s itp aaa . Re ee Be eS Bo cine 
fi FA oe * oh ,  : \ P <er eR eS itt 4 
*, os 
é sy 
=F Pe = 4 
" iy A a Pee er ee re oe ee tee ee ss j 
“ eh KE ses SE ap iip A rt ke as ee ey Rt gd 38 S.. 
| 
a ¢ up uh . 
“ 4, y . + 4 a id t 
ie ESE iif fs ig Ey Sa Behe ZI 
. 7 
( 
et 
1 alls wae ere 3 Ye. otek Shove ext a! eee weer ee “Rie os (Ske ne 
(EB SCT SRE. Ma SERA soe A SO SY Ry eee eae 
oe nt : f 
~ \- 
j ro * “oe a a) eens * Pe “e 
ay 24 \ tw ww! , eet { > ef eet a¥< 2 be as) Bi 
: ; . ~ - 
fi ‘ 
ay ‘ a ay 
fs Fe * 3 2 vid yh’ " an eg HUIS Nees oo a 
ey “3 Aptian 4 : , ‘ Patch 8 eS ay sh : +h ‘ 


oS) ee one - sae ete = cate’ (ake ‘oa es SS \ oe Fr € 
) TB ABB Be OR eee a A ee EY, EU ES ala oe ene” 
h 1 i oat ta iy b i A | ' 
; * a ; ae 
= Bie . eatin Se eile " . 4 ~~ ai . ‘ ae) 
- ei ye. vaca ALD st Lag) 2 waka id am 3h ait Le LO tas yy ee, ars 
{ i ~ 
os i k : é 
PA 5) SMe ees TEE eee we ee i} 1 of ae : 
fi Haltol, Hagw Dale earth . slomexg nat gontl pool x ae i 
» a, , , y A h 5 f 6 
; ab f 
, ‘ 
7 i } de n Le 
na ‘ ; i if ; my” drag hy 
i. ’ ; ae } { z ; ry oe ; ec) ; 


ORD 2p TOL. aaatonead 2s 8Y,. noises cs et at, : He Ms 


fits 5 ef ue” 
dads | 


see Vel wie 7 


i 


- 7990 - Mr. McGuire 


of the public interest to abandon certain lines, 

Gia “OME McGuire, has the Congress ever Opposed any 
abandonments? 

A. Not to my knowledge, of any specific lines, 
Where application is made by any one of the railway com- 
panies to the Board of Transport Commissioners for 
authority to abandon its service, I have no recollection 
of the Congress ever making any protest to the Board of 
Transport donned Steele. 

MR COVERT: TI have no further questions to ask, 
THE CHAIRMAN: Any questions? (No response), 

Q. I have just one question. A while ago I was 
asking Dr, Forsey, about the meaning of what is contained 
in paragraph 4 and the first part of paragraph 5, where it 
is said that each type of transportation should be 
assigned the task it can most economically perform, and 
then later on, "so that each type will be confined to its 
proper sphere." What I had in mind was this, that the 
other day the representative of another organization put 
it this way, that trucks for instance should not be 
authorized to operate along a route which ig already 
served efficiently by railways; that is to Say, he would 
confine trucks to other parts of the country where there 
is not already adequate transportation. Now, is that the 
thought that is in your brief too? 

A. Well, Mr, Chairman, we know to-day by careful 
analysis that a motor truck has got a certain degree, a 
higher degree, of efficiency operating within a certain 
radius than what railway equipment operating on fixed 
roadbed could possibly have. In other words, the motor 
truck is a much more mobile unit of transportation. You 
Can change its direde without having to change its 


roadbed, But we do know that these trucks can operate, 
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can pick up goods and lay down goods within a certain 
radius, much faster and much more economically than they 
can be handled by rail. It seems only obvious to anyone 
who would give a moment's thought to it that if you are a 
Shipper and you are Shipping goods from Ottawa Say to 
Richmond, Ontario, or to Smith's Falls,all within a radius 
of fifty miles of the city of Ottawa, that truck can pick 
your goods up at your door with one handling and lay them 
down at the consignee's door with one handling -- that Ls. 
two handlings -- whereas it takes probably six handlings 
when it goes by rail, when it is handled through a freight 
shed. 


(Page 7994 follows ) 


4 Sig 3t Fs: Spey 
i“ sau Speed: piles stecrepeniy 


ay 


egies. os 
ao 9 


a - 


oa eine Mp bee np 


Lim: waht Te) oe 


REVO, a 


atti a 
fore 
gage ot Beuged one iy 


aed 
ss bgite: 


- 7994 - Mr. McGuire 

We say this, that each unit of transportation 
Should be confined to its Sphere, the most economical 
sphere Of operation in the public interest,- that if 
the truck can handle goods within thet 50 mile radius 
more economically than the railwey, then the truck 
Should be used ag an ancillary service to the railway, 
as 6 feeder to the railway. The railway should go into 
the trucking business. They should go out and acquire 
those trucks and use them for feeders to the other 
transportation systems of the country. 

THE CHAIRMAN: Not as competitors? 

No, not as competitors but realizing, as we do, 
that while the truck is 3 big factor in transportation, 
it cannot in this country take the place of the Steam 
railway. We must maintain our steam railways for 
distance operations, we must maintain it for moving basic 
commodities such as coal, lumber, and so on. Trucks 
will never take the place of railways in that sphere, in 
other words, and therefore it is essential for us in the 
interests of the nation as a whole to maintain our 
Steam railways as a unit of transportation end to have 
them acquire this trucking service as ancillary to them 
in order to maintain the whole body serving in se healthy 
condition, not to carry on this cutthrost competition 
which has existed between the various transportation 
interests of the country, all to the detriment of the 
public, 

We take, for example, the movement of household goods, 
Most of us who have had anything to do with transportation 
realize that it is very doubtful if the movement of house- 
hold effects will ever return to the steam railways for 
the reason that the modern trucking outfit today, handling 
household effects can back a van up to your door without 


the necessity for crating, move all of your household 
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effects out into the truck, handle them with extreme 
Care and put them right into the rooms of the residenty 
you are going to occupy at destination, and do thet with 
two handlings. I have a iene clear personal recollection 
of this, of moving from eeeaNs to Montreal, on one 
occasion where I got 3 Warehousing Company in Ottawa 
to come to my house, take the goods out into their truck 
(thet is one handling) move the goods into their ware- 
house (No. 2) crate “Reps ) put it into their vans to 
move it into the freight shed (4), out of the van into 
the freight shed (5), out of the freight shed into the 
box car (6), out of the box car into the freight shed 
in Montreal (7), out of the freight shed into the truck 
(8) and from the truck into my house (9) - nine handlings 
as compared to two. Obviously when you multiply the 
number of handlings you multiply the chances of damage, 
That is a type of service that I think the railways 
will never expect to get back, 

Q. And you would not do anything to compel them? 

A. I do not think so, because I believe that that 
is a type of transportation that best suits the needs 
of the public on that score, but I say that there are a 
number of things that are being handled today uneconomical- 
ly by trucks over the highways of this country, that 
are creating traffic congestion conditions which could be 
eliminated if they were handled by rail, and I would say 
they could be handled more economically by rail, but 2 
lot of Shipping Companies are doing a lot of things today 
merely to get business, get traffic, with the hope of 
building up = big business without regard to the economie 
loss that is being sustained and that is why we see so 
many trucking companies coming into existence sand passing 
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Q. Then do you think thet railway employees are 
suffering through that condition in their wages? 

A. Railway employees suffer to this extent, thet 
business is taken away from the reilways which they would 
be able to handle, In other words it would provide 
additional employment for railway workers, 

Q. Does anybody else intend to question Mr. McGuire, 
because it is past adjournment-time: Finish what you 
were Saying, Mr. McGuire, 

A. The loss of business to these trucking companies 
obviously means a loss of employment in the railway 
industry and our problem today, of course, is the organiz- 
ation of workers in the trucking industry, particularly 
highway motor transport, with the object of bringing their 
rates up to rates paid on the railway, to comparable 
rates, to eliminate unfair competition, We have been 
unable to get provincial governments to take the action 
necessary. The Federal Government has been precluded 
from doing so, and SO our only hope is to organize the 
employees of these various interests with the object of 
negotiating wage scales comparable to the railway people. 

Q. Mr. Covert, is there ony reason why Mr, McGuire 
Should be asked to come back again? 

MR. COVERT: No, 

THE CHAIRMAN: Thank you, Mr, McGuire, we will 
adjourn now. 

The Commission adjourned at 4.50 Pete GOsmect 
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ROYAL COMMISSION ON TRANSPORTATION 
NING PORTATION 


Ottawa, Ontario, 
Thursday ,Novembe» 10,1949 
MORNING SESSTON 


THE CHAIRMAN: All right, Mr. Covers. 
MR. COVERT: Mr. Chairman, the first Submission 
is that of the Algoma Steel Corporation Limited, to be 


presented by counsel, Senator J. Q. Fogo; Kd). 
SENATOR J. G. FOGO, called 
a Ns EGY, called 


EXAMINATION BY MR. COVERT: 

Q. Perhaps, Senator Fogo, you might tell the 
Commission your position with the company. 

A. I am one of the vice-presidents and a director 
of the Algoma Steel Company. Shall I go on? 

Q. Yes. 

A. It was our intention in appearing before the 
Commission to place before it a brief which had previously 
been placed before the Board of Transport Commissioners, 
and which is dated June 16, 1948, and was filed in the 
General Freight Rates investigation of 1948, I believe 
it will be desirable to have it marked ag an CxALeis., 

It is referred to as the brief dated June 16, 1948. 
Together with that -- 

Q. Just a minute. ‘May I give that a number. 

That will be Exhibit 114. 

THE CHAIRMAN: That is the small one: 

MR. COVERT: It is the one entitled “Algoma 
Steel Corporation Limited, brief to the Board of 
Transport Commissioners for Canada, re General Freight 
Rate investigation (1948). ' It is dated June 16, 1948, 


THE CHAIRMAN: Pardon me 2 moment. Th:s -s the 
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exnibig, ise it? 

MR. COVERT: Yes, that is correct. 

THE CHAIRMAN: What igs the number? 

MR. COVERT: 114, 7 

EXHIBIT NO, 114 -- Brief of Algoma Steel 
Corporation Limited to 
Board of Transport Com- 
missioners, dated June 16, 
1948. 

THE WITNESS: There is also mupaietees to this 
brief of June 16, 1948, dated November 1, 1949, which 
merely contains certain tables which were in the first 
brief, but applied to them is the subsequent 8% increase. 

MR. SINCLAIR: What is the date? 

THE WITNESS: Dated November Lets 

THE CHAIRMAN: Q. Senator Fogo, is th.s second 
brief addressed to this Commission? 

Ai Yes, Mr. Chairman. 

MR. COVERT: It will be Exhibit LLS. 

EXHIBIT NO. 115 -- Submission of Algoma Steel 
Corporation Lim.ted to 
the Royal Commission on 
Transportation, dated 
November 1, 1909. 

COMMISSIONER ANGUS: Q. Is that the same brief 
we have here dated August 26th? 

A. Whet year? 

Q: 1948, 

A. No; £ take it that this isa Supplement prepared 
Since August, 1948, taking into account the subsequent 
increase of 8% as applied to the same tables. In other 
words, it replaces a supplement which was prepared for 
the Board of Transport Commissioners. 

MR. O'DONNELL: Q. It replaces the one of 
August 26, 1948, which was based on the assumpt.on there 


would be an increase of 15%? 


7 A. Or 20%; I have forgotten. 
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You are not filing that one. 
_ THE CHAIRMAN: Q. ‘This one no longer counts? 

A. It is really no longer of any consequence. 

ae It is out? 

AY Yes, and this is the She which I presume ill 

become Exhibit ETE 

MR. COVERT: 115. 

THE WITNESS: Of which I think you have copies; 
it is in a yellow cover. 

THE CHAIRMAN: 9%. That is addressed to us. 

A. Addressed to you, Mr. Chairman. The page 
numbering in Exhibit 115 corresponds to the page numbering 
in Exhibit 114 so that the tables are on the same numbered 
pages. I should like to call the attention of the Com- 
mission to an error in Exhibit 114 on page 12, which is 
Table No. 3 of Exhibit 114. In the lower right-hand 
corner, dealing with rail fastenings, the rates are 
given from Hamilton, Ontario, to Montreal. In the last 
two columns, the first two figures on the right-hand side 
under rail fastenings show $5.98 and $7.34, $5.08 after 
the Maritime Freight Rates Act and $7.24 after the 21% 
increase. Those figures are ineorrect, “I am informed, 
and should be $4.60 instead of $5.98, and $5.57 instead 
Or -S7 ak: It will also be noted that in Exhib:+¢ 115 
there are one or two corrections, but those have been made 
in pen and ink on the printed copies “of “1153 

MR. SINCLAIR: Q. What page? 
ee They have been made. 
MR. O'DONNELL: On page 12. 
THE WITNESS: There is one on page 12; that may 
be the only one. 
MR. COVERT: There is one on page 9. 


THE WITNESS: One on page 9, from 31 to Seey 
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and one on page 12 from $6.60 to $7.80. Those are meade 
and I think will appear in the brief. 

This Company appeared by counsel in the 30% 
case, So called, and prere a brief to the Board of 
Transport Commissioners which was substantially along 
the same lines and contained much the same information as 
appears in the brief dated June 16, 1948. The company 
did not appear in the 20% case, and the general freight 
rate investigation by the Board has apparently been de- 
ferred. 

On all occasions on which it has appeared or 
made submissions, this company has conceded that it is 
necessary that railway earnings should be maintained at 
fair and reasonable levels and that increasing operating 
expenses would give rise to the necessity for increased 
revenue. 

There has also been filed with the Commission 
a copy of a joint letter from the solicitors of the 
Canadian National Railways and the Canadian Pacific Railway 
to the Board of Transport Commissioners dated December i 
1948, commenting on the Algoma brief and a letter from 
Algoma to the Board in reply dated January 28, i9h9. 

It was pointed out that the primary iron and 
Steel industry in Canada consisted of three major plants 
Widely separated in distance from the principal Canadian 
market, that it was a competitive business and the com- 
petitive position was closely dependent on transportation 
costs. It was therefore essential from a national 
Standpoint that if such industries were to prosper they 
must not be prevented from reaching profitable Canadian 
markets with their products. To this end, objection 
was taken to the application of general percentage 


increases of freight rates applicable to the long haul 
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and relatively low value products, and it was urged that 
wherever such percentage increases were imposed they 
Should be subject to maximum limitations. 

The Board in the 21g decision (pages 57, 58 
and 65) rejected this proposal and seemed to indicate 
that in their view the only method by which increased 
revenue could be obtained was by the granting of the 
Straight percentage increase. In the 8% decision of 
September 20, 1949, the Board stated it was not in a 
position to give a final determination in respect of 
horizontal increases pending the outcome of the general 
freight rates investigation ordered under P.C. 1487 of 
April 7, 1948, hence no relief was provided. In the 
interim period, on September 15, 1948, the railways of 
their own motion increased certain competitive rates 
applicable to iron and steel products by 15%, thus further 
eggravating the already serious disturbance of com- 
petitive relationships. 

Whatever may have been the practice of the Board 
in earlier years, they apparently are of opinion at the 
present time that their power under The Railway Act to 
take into account competitive or economic features of 
industrial concerns is circumscribed and that they have 
no responsibility for the preservation of competitive 
relationships even where these are governed by the cost 
of transportation. It is left entirely to the railways 
through adjustment in the commodity rate structure to 
allow the products of any industry to reach available 
markets on a competitive basis. It’ is left te) the 
railways to decide the capacity of iron and steel pro- 
ducers to reach Canadian markets not necessarily on 
approximate equality of terms but even on terms which 


will permit them to continue to ship and absorb their 
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existing handicaps. 

The magnitude of the problem so far as Algoma 
iS concerned may be gathered from a perusal of the 
printed brief dated June 16, 1948, which is submitted 
herewith. In a summary way it may be said that this 
company is one of three primary steel producers <n 
Canada, having an integrated steel plant at Sault Ste. 
Marie, Ontario, producing pig iron, Slabs, billets, rails 
and fastenings, sheet piling, structural Shapes, merchant 
Nara, Light rails, grinding balls, and coke and by- 
products. It isthe largest producer of by-product coke 
and pig iron in Canada. Its current annual production 
for shipment by rail amounts to approximately 850,000 
tons of iron and steel products, and about 200,000 tons 
of coke and by-products. Estimated freight charges 
On outgoing and incoming traffic related to Algoma 
would amount to about $6,000,000 annually. This figure 
does not include freight on the production of rails. 

AS appears also in the printed brief :n more 
detail, the principal area of consumption of steel 
products in Canada has developed in a relatively narrow 
Strip of territory extending roughly from Montreal and 
Three Rivers westward along the River St. Lawrence and 
Lakes Ontario and Erie to the City of Windsor. In 
that territory it is estimated that 90% of Algoma's 
production of pig iron, billets and bars must be marketed. 
At its nearest point, Toronto, the distance involved is 
439 miles. 

The principal competitors of Algoma are 
located at Hamilton, Ontario, and Sydney, Nova Scotia. 
The Hamilton plant is located practically in the centre 
of the consuming market. Movements from Sydney, Nova 


Scotia, into the market territory have been assisted since 
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1927 by the Statutory provisions of the Maritime Pretent. 
Rates Act, and by the maintenance of advantages that 
existed prior to that enactment. 

A comparison of freight rates on steel bars 
from Sault Ste. Marie and Hamilton respectively to 
ten representative Shipping points in this territory, 
which appears on Table 1, page 9, of the printed brief, 
discloses that the average rate advantage of Hamilton 
over Sault Ste. Marie prior to April 8, 1948, amounted 
to $3.73 per net ton. In other words, to meet competi - 
tion in this essential market on an even basis with 
Hamilton, Algoma would have to absorb, prior to the 
increases, $3.73 per He te ton! THIS wae” a relationship 
which had been in existence for over twenty years and 
was in existence at the time when the present Algoma 
company was reorganized in L935: 

General freight rate increases applied hovrizon- 
tally and without the imposition of any maximum ~nereases 
On long hauls necessarily widen the preference or rate 
advantage of Hamilton and thereby tend to cut off «lgoma 
from the principal consuming part of the Canadian market. 

The result of subsequent general increases in 
1948 and 1949 has been to increase the Hamilton competitor's 
average rate advantage in this age Nc: to 35.07 per 
net ton. That is, from $3.73 eEvese to $5.07. This 
is the cumulative effect of the 21% and 8% increases 
ordered by the Board together with the action of the 


railways in increasing certain applicable competitive 


rates by 15%. 


4. 


A few specific examples of the effects of these 
increased tariffs on bars will show the actual present 


position as compared with the previous position. 
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From Present Difference 
Sault Ste. From Dif- Before 
Marie Hamilton ference Increases 
To: 
London $10.40 $ 4.40 $ 6.00~ § 4.80 
Toronto 9.00 2.60 6.40 4.90 
Peterborough 10.80 6.20 4.60 eC 
Montreal 9.80 7.60 See Leh 


in the last case it will be noted the difference is 
double. 

Similarly, existing competitive relationships 
with Sydney have been disturbed. For example, prior 
to the increases, bars from Sault Ste. Marie to Montreal 
carried a rate of $6.50 per net ton as compared w:th 
$5.20 from Sydney, a disadvantage to Algoma of $1.30 
per net ton. The Sault rate has now become $9.80 
and the Sydney rate $7.80, and the difference enlarced 
to $2.00 per net ton. 

In the case of shipments from Sault Ste. Marie 
and Sydney to Sherbrooke, the rates ha e been ~nereased 
from $9.50 and $6.80 respectively to $13.80 and $8.80, 
the spread hoving been increased from $2.70 to $5.00 per 
ton, or a further disadvantage of $2.30 per ton. 

To Quebec, Sydney's rote has been increased 
From $5.20 to’ $6.60, and the Sault rate from $10.80 to 
$14.00, a difference of $5.60 increased to $7.40 oer ton. 
It may be of interest to note here that the distance from 
Sydney to Quebec is 818 miles, whereas the mileage from 
the Sault is 769. 

From the foregoing it is evident that the 
ability of Algoma to reach these markets in the future 
has been seriously endangered by this additional burden. 
The ever-widening of the gap between rates applicable 


to competing products is rapidly reaching the po_nt where 
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it will prevent the movement of Algoma products into this 
territory by rail. This being SO, the actual result in 
the long run to the railways, it is submitted, will be 
less freight rather than more, and a decrease in 

revenue rather than an increase. ° The effect on Algoma 
and the community and people dependent upon it for their 
livelihood will be even more serious. 

In the several submissions of this company to 
the Board it has been urged that the practice adopted 
by the Interstate Commerce Commission in the United States 
of preserving so far as practicable existing relationships 
between iron and steel producers should be followed in 
Canada. This principle was endorsed by the Amerzcan 
railroads themselves in their petition in: the Dvroceeding 
known as Ex parte 162 and was reflected in the decision of 
Precis! UpeG.: on wthat application. In the United States 
the railways recognize that it is in their interest ena 
in the interest of the country generally that such an 
important element in the national economy as the iron 
and steel industry should not be unduly hampered by 
excessive freight charges from meeting competition in 
available markets. 

It has been suggested that in respect of iron 
and steel products any increases required should be 
applied equally to the rates existing prior to April 1948 
Which would in effect preserve exactly the competitive 
position. While this might involve, and probably would, 
an excessive increase on the short haul rates in order 
to equalize the increase, the net result should be the 
Same so far as the railways are concerned. Mma, is Oy 
dollars, 

THE CHAIRMAN: Q. At the beginning of that 


paragraph you say, "It has been suggested", and so on. 
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Who is Suggesting this? 

pA I believe it was Suggested to the Board by the 
Dominion Steel & Coal Corporation in its brief. I think 
I recall that there was some examination of Mr. Forsyth 
on the subject by counsel or one of the commissioners. 

Q. Wewill come back to that. 

A. I was saying if this were possible it would 
probably result in the same revenue so far as the railways 
were concerned. 


To such extent as this might be affected by com- 


_ petition of other forms of transportation, it emphasizes 


the need for jurisdiction over freight rates of com- 
peting forms of transportation. If this be not practi- 
cable for other reasons, the effects of horizontal in- 
creases could be cushioned to a degree, it is submitted, 
by the imposition of maximum increases on long haul 
trefiic’of iron and steel. It is not an answer to this 
proposal, we believe, that such limitations would impose 
a greater burden on other commodities and the public at 
large. The rate structure already recognizes that 
certain forms of traffic must necessarily bear heavier 
rates and it is merely a question of distribution of the 
revenue required. 

It is further recommended to this Commission 
that the Board of Transport Commissioners should have 
more effective control over commodity vates and should 
have the power and duty to examine and review all such 
rates with a view to preserving conditions in an undustry 
which enable its products to move freely to available 
markets; to consider the effect of proposed changes on 
the movement of traffic; and to preserve commodity rate 


relationships which have been established and under which 


industries have developed. 
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Under the jurisprudence of the Board, if not 
the Feoribione of the Act, the Board has consistently 
refused to weigh economic or geographic factors, or the 
factors I have referred to in the preceding paragraph, in 
considering the reasonableness of proposed rates. bh 
our submission the Board should have and exercise wider 
Supervisory power over freight rates generally, and where 
necessary to consider the effect of geographic or economic 
conditions to such extent as is consistent with the main- 
tenance of revenue earning traffic, 

It is further submitted that such amendments 
to The Railway Act as are necessary to clothe the Board 
with these powers should be recommended. Lt the Com- 
mission is satisfied that the Board now has all necessary 
powers for this purpose, it is respectfully suggested 
that the situation would be clarified by a declaration to 
that effect. 

All of which is respectfully submitted. 

That is the submission of the company, Mr. 
Chairman. 

MR. COVERT: Q. Senator Fogo, will you take 
Bahipos 21. On page 1 of that exhibit you have a 
Summary of the brief to be presented to the Board of 
Transport Commissioners? 

A. xyes. 

Q. You point out there are three primary steel 
producers in Canada, and that Hamilton has the short haul 
and is favoured with truck competition. Then you compare 
your position with them, and presumably you say that 
you are under an economic or geographic disadvantage? 

A. That is correct. 

Q. Now, the railways in their letter of December 1, 


to which you refer -- that was their letter to the Board 
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of Transport Commissioners which you have filed with the 
Commission -- on page 7 of that letter allege that you have 
a preferred location with respect to iron ore deposits, 

and that you must have recognized the advantage of location 
when you placed your plant the way you did. They say that 
therefore you cannot now properly complain of freight rates 
to your markets based on any disabilities of your location. 
That is the gist of their argument? 

Ai Yes, I think that is correct. I am not subscrib- 
ing to that, but I think your statement of what they said 
LOU COPPeots 

Q. My understanding of your reply to that Lester, 
which was also filed with the Commission -- 

MR. O'DONNELL: Would it not be advisable to give 
those two letters exhibit numbers so that we may all know 
what they are. 

MR. COVERT: It can be done, Mr. Chairman. 

THE CHAIRMAN: Is there any objection to that? 

MR. COVERT: None at all. 

THE CHAIRMAN: What are the two letters, from 
whom to whom? 

MR. COVERT: They are quite lengthy letters. I 
think the railways both have copies of them. There 16 one 
dated December 1, 1948, from the Canadian National Railways 
and Canadian Pacific Railway Company, addressed to the 
Secretary of the Board of Transport Commissioners. It is 
eleven pages long and is signed by Mr. Maunsell on 
pehnalt of the C.P.R., and by Mr. Dysart on behalf of the 
Od R. That letter will be Exhibit 116. 

EXHIBIT NO. 116 -- Letter dated December 1, 
1948, from C.N.R. and 
C.P.R. to Secretary, Board 
of Transport Comm_ssioners. 
There is a further letter from the Algoma Steel Corpora- 


tion Limited dated January 28, 1949, addressed to the 
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Secretary of the Board of Transport Commissioners. 
MR. SINCLAIR: What is the date of that one: 
MR. COVERT: January 28, 199. That will be 
Exhibit 117. 3 
EXHIBIT NO. 117 -- Letter dated January 28, 
1949, from Algoma Steel 
Corporation to Secretary, 
Board of Transport Com- 
missioners. 
THE CHAIRMAN: That letter is sent by whom? 
MR. COVERT: That is sent by the Algoma Steel 
Corporation to the Secretary of the Board of Transport 


Commissioners and refers to the letter from the railways to 


the Board. 


(Page 8015 follows) 
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Bayt Wanted) tt: 7 could, to put to Senstor Fogo 
that in the reply from Algoma - 

THE CHAIRMAN: Pardon me, Mr. Covert, what was 
the gist of the first letter? 

MR. COVERT: The gist of the first letter as I 
tried to put it to Senator Fogo was that the railways 
Ssid that Algome haa built their plent at Sault Ste 
Marie, that they had a preferred location with respect 
to iron ore deposits, and that they had recognized 
advantages, Bhey built the plant there because of that 
and that they could not now properly complain of freight 
rates to markets tesed on the disabilities of the location, 
and I believe the gist of the reply, as far as the point 
that I wont to bring up Mr. Chairman, was that Algoms 
in effect said thet they got into the market on the basis 
of certain rates ana were prepered to eccept the dis- 
advantages that then existed but they S3y that now these 
disadvantages have been increased by horizontal incresses, 

ee... Thet is partially the enswer, Mr. Covert, 

THE CHAIRMAN: Well, when dia you go into this 
location knowing what the freight rates were? 

A. I was going on to Say, my lord,-that I think 
the more substantial part of the enswer is whet is Suggested 
by your present question, namely, that we went to Sault 
Ste Marie and established an industry there, in approximate- 
ly - I say "we went" but the industry was established in 
epproximately 1902, and at that time market conditions in 
Cenada were quite different from what they are today. The 
Plant, I believe, was originally built with a view to 
making principally steel rails, which were then in great 
demand for the extension of railways across Canada westward, 
and it was also expected in those days, I believe, that the 


industrial development of Canadas would not be confined in 
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the small ares between Montreal and Windsor to the degree 
that it has developed there. So that changed conditions 
in that respect have had quite an effect on the market 
conditions in Canada apart from What Mr. Covert has said. 

Q@. What were the comparative fredght rate conditions 
of those years? 

A. In 1902, my lord? I am afraid I cannot go back 
that far, 

Q. What I meen to Say is that the question 
Mr. Covert was putting to you or what is contained in this 
correspondence is that you went in there knowing the 
conditions, Now, your answer is that in so far ag 
freight rates sre concerned conditions have been altered 
unfavourably to you? 

A. I would think that correct, my LO although I 
have no exact informationon the rates, 

Cr You Say they have been in the last few years? 

A. Exactly. Of course there was 2 comparatively 
Stable period, shall I Sey, between 1927 end 1948 in which 
time there were no great changes, no general changes which 
affected our comparative position, Sey with Hamilton, 
for example, 

Q. That: is. in freight rates? 

A. In freight rates: In the period I think it would 
be sefe to say between 1927 and 1948 there were no changes, 

COMMISSIONER INNIS: Your advantage with reference 
to Western C-nadsa has pretty well dissppeared? 

A. That is correct, sir, 

THE CHAIRMAN: By reason of whet? 

A. Two things. First, that the merket in Western 
Canada has not developed to the degree that might have 
been expected in 1900 or 1902, and the other thing is that 


in the movement of our commodities westward we sre in 3 
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zone with Hamilton. This might not be 3 technical 
discription but we are in the same zone as Hamilton ana 
carry the same rate to Fort William. 

Q. Although the distance is shorter? 

A. Oh yes, my lord. In our brier at page 13,-in 
the brief that is exhibit 114 there is a comperison of the 
distances snd rates to Winnipeg at page 13, °my lord, 

Q. Yes, Ihave it. 

A. It will be noted that the expression there used 
ces lese. rates". < am instructed that in certsin 
commodity rates there are some competitive rates which 
were put in by the Consdisn railways to meet the routing 
through the United States to Western points, but the 
class rates do give you the genersl picture, that a 
that our rate westward is quite a different thing. On 
the other hand the volume of business westward is relative- 
ly small, that is page 13 of Exhibit 114, 

MR. COVERT: Now, would you turn to page 3, that 
is the Arabic 3 not the Roman. 

THE CHAIRMAN: Page 3 of which exhibit? 

MR. COVERT: Page 3 of Exhibit 114, Mr. Chairman, 
Now, in the introduction or the Summary of the brief it 
eppears in Romen numersls, and then that goes on to 
page V, and then it starts in Arabic numbers and it is 
page 3 of the second group I em referring to, 

MR. O'DONNELL: What page is that Mr. Covert? 

MR. COVERT: Poge 3 of the brief Exhibit 114, 

THE CHAIRMAN: What part of page 3 is it? 

MR. COVERT: Dealing with the Order-in-Council with 
reference to P.C. 1487. Now what I want to Suggest to you 
is that the important part of that Order-in-Council, in 
so far as you are concerned, is the part where it seys 


that there is to be an equalization but then, I suppose, 
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the argument of the railways is that there sre different 
circumstances - the circumstances ere not similoer at 
cc i 

A. Well, of course the languege is "Equalization 
to the fullest possible extent", Mr. Covert, 

Q. And under Substantially similar circumstances? 

A. Right. 

Q. Now, what L want to find out is, are you 
Suggesting by virtue of the Jurisprudence of the Board, 
that they are limiting themselves in any wey, end 
perhaps the result of this Equalization Order would be 
the same as the previous one in 1925, P.C.886, where 
in effect the Board held that they were not able to do 
much about equalization? I want to find out if that 
is your suggestion. 

A. Yes. We have not at any time suggested that 
freight rates should be used to equalize our costs of 
production in eny way, I Just want to clear that out of 
she woy. If disadvantages might exist in thet regard they 
ere a separate matter, but in so far ag freight rotes are 
concerned we believe that it would be to the benefit. of 
the country and of the reilweys, and of ourselves, if 
@ means could be found of equalizing rates to such a 
degree thet we could continue to get into the markets, 
Now ss I say in the brief, it does not appear sensible 
to sey that the rates should be exactly equal from varying 
points in the country; I doubt if you can go that fer, 

MR. SINCLAIR: I am sorry, Mr. Covert, but I find it 
Very GErrreult to hear. 

THE CHAIRMAN; Yes, the acoustics here sre very 
GCArrioalt., 

MR. SINCLAIR: Not only can we not heer the 


witness, my lord, but we are finding it very difficult 
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this morning to hear the Commission Counsel. 

THE CHAIRMAN: Yes, I know, 

THE WITNESS: I think I finished whet you asked me, 

MR. COVERT: You will have to Speak louder and I 
think you will have to speak that way, 

A. You will excuse me for turning my back? 

Q. Yes. My point was whether there was a suggestion 
in your brief? 

A. I see what you mean, I think perhaps there is 
@ suggestion there, Mr, Covert, that the Board in the 
past hes not found itself able, put Wt thet wey, to do 
the things which is intended in P.C.1487, or that para- 
Erave or © ,C. D487, AS you have said, the seme Order- 
Ain-Council or at sees Order-in-Council in Eye, 
contained the same paragraph and the result was not as 
might be expected, 

Q. In other words they heve found thst there heve 
been differences or Substantially dissimiliar circumstances 
and conditions. Is that a fair statement? 

A. Well, I am not familiar with any finding that 
the Board has made in respect of thet difficulty. I 
would not venture to say thet the Board has found anything 
in regard to that paragraph - I don't know. We Satie 
that the Board has not equalized the rates snd whether 
they refuse to do it for this réason or that reason I 
couldn't say. 

THE CHAIRMAN: Now you sare aware of the fect, are you 
not, that the Board hes now been directed to achieve 
equalization? 

A. Yes, my lord, but as I understood the question 
of counsel, it was whether I was suggesting that even 
with this direction the Board would not do it es they 
had not done it efter the 1925 direction which was to the 
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Same effect. Is that correct? 

MR. COVERT: Yes, 

A. What he was asking me was if there had been rs) 
finding that it could not be done or something to that 
effect, and I do not know whether there was any such 
ringing, 

THE CHAIRMAN: Did the Board say anything on 


that occasion, Mr. Covert, that it could not equalize? 


(Page 8025 follows) 
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MR COVERT: That is my understanding, Mr. Chairman, 
that that has been the Situation, that the Board has 
always found that there were dissimilarities in the cir- 
cumstances between the east aa the west, for example, 
and that was one of the reasons that there could not be 
complete equalization, and there is a striking similarity 
between the Orders in Council passed in 1925 and the one 


that was passed in 1948, 


THE CHAIRMAN: Yes. Well, of course, the Act 
itself in section 314 says that there shall be equality 
of treatment; then it also says "under substantially 
Similar circumstances and conditions". Now, that is the 
Obstacle, I suppose, to equality, that the Board has said 
that the conditions are not similar in the various areas 
of the country. Is that the idea? 

MR COVERT: Yes. 

THE CHAIRMAN: Well, that is the only kind of 
equalization called for by the Act, 

MR COVERT: That is the only kind of equaliza- 
tion that can be called for under the present Act: and 
what I wanted to find out from Senator Fogo was if he was 
Suggesting by the quotation of the two that there should 
be an amendment to the Act in that respect. That was what 
I was leading up to. 

THE WITNESS: Well, all that this was inserted 
in the brief for was to point out that our suggestion as 
to limitation would be in conformity with the Order in 
Council and not against it; in other words, that what we 
were asking the Board to do would tend towards equaliza- 
tion rather than against it, and we did not suggest just 
how that would be arrtved at, but what we are saying is 
advocating the imposition of maximum limitations on basic 


commodities. We were suggesting an act of equalization 
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rather than otherwise, and that it would be in conformity 
with the Order in Council if this were done. I think that 
is as far as we have gone, 

MR COVERT: I was going to suggest to Senator 
Fogo, Mr. Chairman, that, after all, Exhibit 114 was 
addressed to the Board of Transport Commissioners, 

THE WITNESS: That is correct, 

MR COVERT: And that he might not be able to make 
the same argument to them that he could to this Commission. 
After all, he was trying to show them that under 1487 they 
were directed to bring about equalization: and 1 just 
wanted to know if he had in mind discussing it from a 
different viewpoint here. 

THE WITNESS: Well, there may be some implication 
there, but I do not think it so States. 

THE CHAIRMAN: That is, there may exist certain 
circumstances and conditions which would prevent equal- 
ization under the present wording of the section -- that 
is the idea -- and the section might profitably be amended. 

THE WITNESS: I think we were alleging inequal- 
ities, my lord, that we thought out to be ironed out. 

THE CHAIRMAN: Q. Well, of course, then, tt is 
a question of whether there are circumstances and condi- 
tions--- 

A. Which would justify it. 

Q. ---which come along and prevent equality. 

Maeoraravourm Lt; 

Q. Or make equality consist of something that on the 
face of it does not look like equality. You intend to 
make a case for the Board in that respect? 

A. Well, if and when the general freight rates 
investigation goes on, my lord, I presume we will appear 


in support of the brief that we have submitted to you. 


ele = 


j i alice i 


(oth: bi widest! AY ‘pade: * PaMee: ee . 


wes ee ee nods ow BT; keene thE abet 


a aA SOG’ fava al en. and 


ih ‘ , : ie : 
Van APRA Loe 7 eae OT ILA , Be LE & revo) HM mH +) ; iy 
ray ; ’ i ae ve om dd a 
‘eae Wet pede”. bie wad ts Meds meae rene a cicenals 
j ; \ cy 


Fale , AN } | p i ’ i? : i . . @ ' ‘at A Ps 
wits Si wth ree) ees bar HYy\ ber eiey BST ie te, pod oot og “O sangshbe= bid ; 


ri ewer UNE ps -.991 i i 
ites. of SarP 4 eee lw igre ye 


eorels Th a aa | “ly 
HAA | SERV a ae Pi 


ae . y : + an ib wdoke patel ; a oer 5 mess wig oo: 
bieasbwredaacty Bhi) of bfaos of tenth wteee,of Saemais omeere a 


ty x , ’ ; ny 
oa Bediiieal Ph <5 ia : ie. eho as i 
‘3 wocls,cot MEE Baw of), Lis, q5STR= 
. ° aa a 


ert Heed  nottassfauos Gites enbid) oF betisiih eaae” 
ant ne 

- £ j oe 8 * S Per - * 2 af 7 mus ie Nepent 

ee ne ie ae prin af Peder woant oF faa sewe: 
my ‘AY fe Ul ‘ ve ray Pa ‘ 

i: ro 
owl dt ttoqwely Ife SLE Br 
rippfew), : eee, gat Lap 


; - Piety ae de Gee pec ice ae ee oa eg era 
SBEAT E28 LD NG isicz emt Qj, 2 waa. «9 Ckaeee 
, ’ 
‘ 
re 
a aa) CA, Man atid ores eure P ; qi 
é a a i : SoM 71 » iif} if op. ‘opyrie i 
a - Jj m 9 s « . 


mi Liebe $e vi- iow datdwtanpt? toad bas. sedosd emsotls, . 


: . : y Y Got he 1 al ry 
]  Mepremaced sildot 26x e. hegeo ga bob- Ott aR e~ eens Op ae | 


nie 
lbp : ; 
a care sen rer eit " 
' Ligue ) sew seks To) +e | 
+E bs 3 F 
: P - 4 ; i 
oA lls ‘a +. “¥ : 
om es Pe ee error e ny eee  arne tes Fer a write) sere 4: Las 
ivi ; Piece PrOaayGi eet ; et eh oe iG 55 ' oo)’ fe Fees Bt i Dy oS we viz: evweAav & 
va ‘ pl 
’ if"! ; 
4 ‘ fe ‘ Py ~* ee cope ; 
i “ ed a oO aye 7M: 5 i. i EE iy oat 
th ! 4 Us dante 
ive a | 
a) : Bane i ae ri My. ae e 
Baek HO: ihre ee eran? Neds ony: ny o iees sD £ 
‘i : ' ; oA 
: ba! se etitee Eriol Tv 
iy ; ay 4 Y ‘ j 
Ak thi . 2 pare : : 
iv : per fe ke Bers cet & oi 
ae vo!) Qeb PREP ee) BLargw Ot eB 
+4 <i} 7 ; 
. | : i b ath e« 


i 


th, MAOVSE x ot ie a 


F be * eis wpe: Tire vertg ie) Sols eens fibers fF is ae i 


tt ac tne peas enioe” 1 *tehabor apenas olsen ate 


‘ ’ Hey 


‘ of Soeur og _ pepe oth xe ton. a0b ih Ro’ 
' vf at Hy! x 


4) a Bae 


- 8027 - Senator J.G.Fogo 


Q. Yes, but that investigation is directed to the 
bringing about of equality. 

A. Yes, I understand -- to such extent as that is 
possible. 

Q. Yes, under the terms of the Act as they now are, 

A. Yes, of course, Well, I suppose counsel's ques- 
tion to me wags perhaps as to whether that was possible 
under the Act as it is at present, but I think your lord- 
Ship has cleared that 110), 

Q. Whether the Act should be amended? 

As YES, ‘My Lord, 

THE CHAIRMAN: Very well) Me. SGovext; 

MR COVERT: Q. Now, at the bottom of page 6 

and the top of page 7 you quote, I believe, from the 
Zwicker case; that quotation is a quotation from the 
Zwicker case? 

A. Yes, I believe that is correct jp Nr. Covert, 

Q@. Do you suggest that Algoma comes directly within 
that quotation: 

"The ultimate test of discrimination is to be 
found not in difference of rates but in the question 
whether as a result of this difference an injury is 
worked to an individual or locality." 

A. Well, yes, in the sense that we feel that the 
result of these two increases has been to impose a pre- 
Judice or an injury to us, in that sense of the word, and 
to confer an undue advantage on our competitor or com- 
petitors, particularly in the Hamilton area. 

4. Well, if that is so, what I was going to suggest 
was that it would seem that under the jurisprudence you 
have a remedy now before the Board of Transport Commis- 


sioners? 


A, We are not at all sure that we have. The Board 
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has consistently refrained from defining unjust discrim- 
ination, if I may Say So, and they have mentioned a good 
many things that will not constitute unjust discrimination 
and a great many things that they will not take into con- 
Sideration. We would think that this would constitute a 
proper case within the Act, but it is doubtful whether 
under the decisions they would so consider it. If they 
are not going to take into consideration certain things, 
if they are not going to consider for example the compet- 
itive relationship of the companies in the matter of dis- 
crimination, we would probably not succeed. In other 
words, Mr. Covert, I am Saying that so far as we can see 
the remedy provided by the Act to shippers under that 
relevant section is not a very practicable one from our 
Standpoint. As a matter of fact, no application has ever 
been made by this company under that section, so far as I 
can understand, and I do not know that many have succeeded 
who have applied to the Board under it. I have no record 
of the success or failure of applicants to take advantage 
of that section, but it would not appear very likely that 
you could succeed. 

@. Now would you turn to page 15 of the same ex- 
hibit, and in the third paragraph, starting about the 
middle, you say: 

"Montreal is a heavy consuming point for iron and 

steel products." 

I am sorry; I should have started before that, Previously 
you refer to the spreads, and you say: 

"The spread is now 63 to 8c. At Montreal the handi- 

cap of Algoma compared with Sydney increased from 

63 to 8c, rising sharply to points east. Montreal 

is a heavy consuming point for iron and steel pro- 


ducts . From Algoma's standpoint it is difficult to 
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Justify a rate Structure and a method of increase 
which picks out one moderately distant producer and 
penalizes it in relation to both of the other pro- 
ducers in a single common market , one close, one 
farther distant. It results in Algoma being further 
handicapped and increases the advantage of both of 
its competitors." 

Now, I suppose that that is really the crux or the high- 

light of your arpeument, 28.169 

A. You mean in this PESPeECt? 

Q. Yes. 

A. The point there is that the rates enable Hamilton 
to control the competition in the Montreal market, 

Q. Now, the advantage that Sydney gets, I suppose 
that comes under or is due to the Maritime Freight Rates 
Act? 

iM) way LT. Dart. 
) eH dn part? 
Only in part. 
- There is something additional to that? 


ss oe ee a 


- Which existed prior to July Let, Loer, 

Q. So it is a combination of what you Suggest, I 
take it, is a lower rate that existed, then, plus a 20% 
reduction under the Maritime Freight Rates Act? 

A. That is correct. In the following paragraph, 
Mr. Covert, you will notice that we cite the per ton mile 
rates from Sydney compared with the Soo before and after 
the Maritime Freight Rates Act. 

Q. Do you think a comparison of per ton mile rate, 
when you take it into consideration with distance, is a 
very fair comparison? 

A. No, I do not think it is particularly fair. It 


is only used there to illustrate something. I suppose if 
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you take a per ton mile basis, then you have g0t to give 
full effect to the mileage in every case, 

Q. In other words, there is uSually a tapering with 
distance, anyway, which otlid over the longer haul make 
the per ton mile legs? | | 

A. It should make it less. I think that is the 
case in the rate structure. 

«. Have you read either the brief or the evidence 
presented by Mr, Forsythe in Montreal on behalf of Dosco? 

A. Yes, I have seen the brief and I have perused the 
evidence, I don't know how carefully. 

Q. He, if I remember correctly, attacked the hori- 
zontal “ncerease, and he indicated how it benefited the 
Hamilton Company. Now, you take the same view, do you, 
with respect to the horizontal increase? 

A. Yes, I think our view igs Substantially the same, 
as I remember the presentation. 

Q. I would like to ask you, then, if you think that 
it is feasible to work out a rate which would give the 
railways what they say they need, the additional required 
revenue, on the one hand, and not disturb the differential 
or competitive position between the three companies? 

A, I think so, yes. 

Q. You think that such a rate could be worked out? 

Aw YOR. 

Q. I suppose that would mean, would it not, adding 
very substantially to the rate of the Hamilton Company 
into say Montreal? 

A. Yes, it would probably mean ian increase, 

a Slightly greater increase, in the Hamilton rate to 
Montreal, 


Q. Now, would that raise the rate to such an extent 


from Hamilton that perhaps on some of the products at 


ere: Liste nates ae Se » Eeow no 1A ee 439 
rh | rede efit: fs + 
3 onan. \ ciaite, $i a 


= 
Pa 
4 
ae: 
cn. 
uy 


a 


Ae 
utouvde eget, ae ok bes oes b 


: , Ma oe * "hs 1 
of OM eres REO, HO v ON ENS TA i a ray 


7 : 15 a 
¢ t ale i a bovaaaete | 
a i 


> ‘ = oe : 
- we Sane i uae wove oy edi ts. Pa. ez a a I 


oe 


eee WOT wort ¥* aoe «aire sbivs” at 


Sars MoS one os: 
Thies eee tet | ein: #4 foe rE TP Ay jPt. 3 ao y 


: ae si ? acl i wy i 
uf potee toes or DS 286 sentiet Fetes re 


sige ote Ge wey eo ease aovtiage 4 
ib: ie CET RES RS) ge BI x G tr J i 
j " ‘ ae 


' aE ee ee ger ~ pats 2 a SE ak ee 
antes a ath Megs kor at ot #9 the as ay [ae 
- ei I 


ae 


Sst ave . ee Ande a gy Setanta es ie f Ps 
bwetivic acheive dt. gale awe HAPS © es «8 a yy 
Pete Bn eae aha” RPI SSS Reo fs ‘g Ny : P : > 
; | fh wv : 4 : 
. Hf. lle oe oe et a a ad x &s6 rw) s 
K Ptey. anny WG Yh i ee tae, |’ 2OKH apatite ae me a Cha 
# 4% i * Lrg A ‘ y + 


oy Gi gees wer gies of ahh Shaw WE np 


i A f # a lt 
he, Kewow sade oFkke e owe tee Chena ace ae = Sa 


if hs) rs Ms { 
; ‘ ONY (ekaee ’ 
ee x Se oe exe Re F & Ag 7 
. alk Pts Pi Re eed ae qe Nites ret. oye : vy : 
’ Bees nan faain rt isthe src, awards whe Yont  vah sets Bast a 
~- ai > - é . . Ny i: . e eg n 
) Ae i , t s! " J 
, 4 : : iy 


TE Leeder: aute @iave bh udée bee bared of6 Ghd 86 ,eonevet ~ 
SEE IO ae Bee ¥ Ay bap ? kas wer wy Wee iohé i 4a ae ie | rere a) we . : ‘a 5; : 
tas ; has ; { on 4 


hi bah Sued oft soaked wholes keene evid iioqmoo (to i” 


Ds adi lt? tak "0 roe: Om EES ols ak a! i 


~ 
Bos 
ae 
ts 
a 
or 
= 
= 
as 
ie 
? 
—_ 
= 7. 
pm, 
ng 
ey 
=h. 
£. 
oA 
+ 
a 
m~, 
els 
bes 


> Baibhe For ab Pivde ised DRiow tom 


cf . 


5. cystieg at aioe Lome Sis Feeder oftde 


,. 5 (ii 


: 
oo 
’ f 


epeinats Ae | fear ints va tien gi 
ak od 6. its Rea oat me | oi bis 
he es | ee ce: 


or i! ay wie ci ae iat : 


\ ey tial ie 


- 8031 - Senator J.G.Fogo 


least they would lose LE..t6 trucks, truck competitors, 
the railways would lose the business? Do you know 
whether or not--- 

A. Iam not really in a position to say, Mr, 
Covert. A great deal is said about truck competition, 
perhaps, by the railways as well as by others. How real 
the truck competition between Hamilton and Montreal is 
in respect of carload lots of steel I do not know, I 
would think there is some question whether or not Gt ie 


as real as is sometimes Suggested, 


(Page 8033 follows) 
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I would think the water competition between Hamilton and 
Montreal is a much more serious item and, as a matter of 
fact, I understand the rate from Hamilton to Montreal -- 
if I am not correct some of oe railway men can correct me - 
the present rate from Hamilton to Montreal is to some 
greene, if.not altogether, water compelled. I mean by 
that -- well, it is water compelled. 

THE CHAIRMAN: Q... ib 18. what? 

A, It is a rate in competition with the water 

carriers. I am not sure of that, but I think that is true. 

MR. COVERT: 0, Presumably there would be two 
ways to do this. They could lower the rate to Algoma or 
they could raise the rate to Hamilton? 

A. Or Doth: 

iy Or. both. 

Aes If you were applying an increase I Suppose you 
would almost imagine that it would be a question of a 
greater or less increase, that everybody would pay ove 
but one would pay more than the other, a distribution of 
the increase rather than a decrease on one and a greater 
increase on the other. 

ae Now, the three steel companies are all seeking 
practically the same market? 


A. Yes. 
Q. Then if the rate does affect that market then 
you are really asking the railways, if they acjust the 
rate, to determine which company gets such-and-such a 
share of the business in that market? 

A. They do that now. 

Q. That is what you say would be the effect of 
this -- | 

A. I think it is fair to say by their control over 


commodity rates to-day they do determine whether or not 
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you do get into a market. , 

Q. Then what you Say is. that if they change the 
rates by a horizontal increase that they affect the people 
farthest away from that market? 

A. Adversely. 

Q. Yes. What you Say is that the rate Should be 
SO adjusted that whatever the Position has been over a 
period of years that Should not be changed, or at least 
there should not be -- 

A. We do not &oO that far, We feel that there 
Should be an attempt to cushion LE OP SH attempt to 
mitigate the full effect of the horizontal increase, 

I believe there are reasons why you could not divide the 
increase equally, if you like, to take the Simplest form. 
Certainly with Somebody who igs 15 OF 20. aH tee away you 
could not ask him to absorb one-third of an increase, but 
we believe the System of imposing some limitation on the 
long haul would tend to preserve competitive relation- 
Ships, rather than worsening them. Wha we are concerned 
about is the adoption of a system whereby our position 

is going to be constantly worsened if freight rates 
continue to increase. 


Q 


ye 


In other words, by a series of horizontal 
increases, for instance, your position gets worse and worse? 
A. We could conceivably be priced altogether out 
of the Canadian market by freight rates. That is perhaps 

an absurd statement in a sense. tI do not mean it zs an 
absurd Statement, but that is carrying the thing to 
absurdity, that we would be excluded altogether from the 
Canadian market, but if you carry horizontal increases 


On your gap continues to widen and you do come to a place 


where you cannot afford to sell in a given market ,-where 
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you cannot get the business. 

Q. At page 21 of Exhibit 114 you say: 

"The high freight rates on Scrap are the 
greatest Single factor that prevents Algoma from 
PUechasing greater quantities and making more product 
for sale and for the railroads to CAaAPRY 5. 

THE CHAIRMAN: Where ig that? 

MR. COVERT: At the top of page 21. 

Q. Does this mean if you could get scrap with a 
lower freight rate you could compete more readily with the 
Others? 

As RG oasie 

24 Even though they get reduced rates on scrap? 

A, We A aE thought you were putting it to me if 
we could get reduced rates on scrap. 

Q. No. 

A. Everybody. 

Q. Yes. You say it is the high freight rates on 
scrap. 

A. I will put it this way. There are a number 
of elements that enter into that. One is that the 
Supply of iron and steel Scrap in the central area, -for 
example, Hamilton, which has a LOt oF manufacturing 
plants making scrap right around it, means that if you 
are there you can buy scrap very cheaply relatively, 
and in many cases without any freight rate whatever. 

For example, a large part of the Hamilton scrap may not 
be carried by rail at all. Scrap is a pretty important 
factor in the manufacture of iron and steel. Roughly 
25 per cent of the charge of your open hearth furnaces 
may consist of scrap. 

COMMISSIONER INNIS: Q. How much of your 


Scrap would come from the west? 
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A. We have got Scrap in Winnipeg, and a certain 
amount from Michigan and the American states adjacent to 
us. 

THE CHAIRMAN: Q. Who makes this scrap available 
to you? What people do you get it from? 

Bs tt is purchased by Scrap dealers from the various 
factories. The whole scrap business is really in the hands 
Of people who are known as Scrap dealers, and they in turn, 
I suppose, are in the hands of people who are known as 
junk dealers. It is a business in itself. 

Q. They accumulate stocks of Scrap? 

A. They do, and in turn sell them to the steel 
companies. 

MR. COVERT: Q. There are just two more ques- 
tions of a general nature. Do you think that the Board of 
Transport Commissioners should be given broader powers to 
enable it to determine matters of general policy, and that 
they should be a sort of economic planning board: 

A. No, I would not go that far. I think that 
the brief says it better than I can, or at least the 
statement I made this morning puts it as well as I could 
pore if, that in ‘so far as there ts any doubt about the 
power of the Board to weigh these business factors, if 
you might call them that, we believe the Board should 
have that power, and that when the Board comes to the 
consideration of a rate, if you like the reasonableness 
of a rate, they ought to look at the position of the 
Shippers who are going to be affected by that rate, and 
not merely at the question of how much money it wll 
realize for the carrier. 

THE CHAIRMAN: Q. You give us a quotation from 
the Board at the foot of page 6 of Exhibit 114. I+ has 


been read before. The quotation is: 
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test 

"The ultimate/of discrimination is to be found 

not in difference of rates but in the question whether 

as 2 result of this difference an injury is worked 

to an individual or locality. 

Is that a satisfactory test? 

A. I am not sure it is for this reason, that the 
Board at the same time has consistently thrown out, if 
you like, or declared itself as not concerned with certain 
other factors. For example, the competitive relationship 
factor seemed to be consistently thrown out by the Board 
in considering the reasonableness of a rate. 

Q. Suppose the Board was given additional powers, 
and it was made their duty to do what you suggest. Do 
you think that would eventuate in Satisfaction to all 
concerned? 

AY No, that sort of board has not been invented 
yet. 

MR. COVERT: Q. I suppose if they did have these 
powers there would be practically the same difficulty ofr 
satisfying various industries as exists now? 

A. Well, I will not go that far. I think there 
would be less difficulty in satisfying industries. I 
Should think we will always have the Subject of freight 
rates with us. I do not suppose the time will ever come 
when everybody, the railways and all the Shippers, will 
be happy about all rates. Of course, there is the other 
Side of it, that conditions will change. I think con- 
ditions do change and that problems develop with changing 
conditions. We may have here a problem which has 
arisen, so far as we are concerned, out of changing 
market conditions, certainly changed over a fifty-year 


period. 


THE CHAIRMAN: Q. Am I right in saying that it 
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appears, so far as we have proceeded, that your real 
objection is to the nature of the increases, the hori- 
zontal effect? 
Ry Yes, that is the narrow point. 
MR. COVERT: And your suggestion is that the 
practice which you refer to as having been adopted by the 
I.C.C. -- I am not Suggesting it is the only practice, 


but you say it has been done? 


A, Yes. 
Q. Of a limited maximum? 
A. Yes, and not only in iron and steel but also in 


other basic commodities. 

Q. Have you made a Study as to how they do deal 
with steel plants in the United States, whether there are 
any special arrangements with respect to freight rates 
for the steel industries? 

Pes No, I have not made any study of 24, 

MR. COVERT: That is all I have to ask. 
CROSS-EXAMINATION BY MR. F. D, SMITH: 

Q. There are just one or two questions I should like 
to ask you. I want to get in my own mind the position 
which you are taking in your present submission to the 
Commission. Do I understand from your evidence that 
you are confining your submissions to this Commission to 
two questions, one, the question of horizontal increases 
and the effect and impact of horizontal increases and, 


two, the question of the enlargement of the powers of the 


Board of Transport Commissioners? 


A. Yes, and the two are to some extent inter- 
related. 
Q. The various matters that are referred to in 


Exhibit 114 were intended for the consideration of the 
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Board of Transport Commissioners‘ 


A. That is correct. 
oe Of necessity? 
A. That is correct. 


Q. And in your present submission you are dealing 
generally with the two questions to which I have referred 
and not with individual rates? 

A. Well, shall I Say this, Mr. Smith, that I believe 
what you say is correct, but if the Commission found any- 
thing that was useful in that brief, or were to adopt any 
Suggestions that we have made in that brief, we would be 
pleased. 

Q. You would be pleased, but your submissions are 
of a general nature in this brief rather than dealing 
with particular cases? 


A. That is correct. 


Q. You mentioned the rates from Sydney to Montreal? 
A. BieneT . 
Q.. You pointed out in part the difference between 


the rates from Algoma was due to the effect of the 
Maritime Freight Rates Act, and in part to other causes? 

pia that ie correct, in other part to the d-fference 
which existed at the time the Maritime Freight Rates Act 
was passed. 

Q. When it came into effect on July 1, 1927. 

So. As we understand it, the relationship at that 
time appears to have been frozen by the effect of the 


Maritime Freight Rates Act. 
2. The part that was not affected by the Maritime 


Freight Rates Act was, in your opinion, due to water 
compelled rates, due to water competition? 


A. {t don"t. Know: tnat. 


Q. I suppose that is a matter for the railways to 
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point out. You point out in your brief that generally 
the rates from Sydney to Montreal are lower than the 
rates from Sault Ste. Marie to Montreal? 

a That is correct. 

iQ. But that is not the case when you get farther 
west of Montreal, is it: 

ce No, when you get to a point somewhere in the 
vicinity of Kingston, or in that area, they are practically 
equivalent. 

Q. And then the Algoma rates, as your market gets 
farther west -- 

A. AS you go westward in Ontario the Algoma rate 
would be lower. I don't know exactly where the breaking 
point is. I think it is Somewhere in the vicinity of 


Kingston. 


CROSS-EXAMINATION BY MR. FRAWLEY: 
Qo. Senator Fogo, I understand you were calling the 
Commissioners! attention to the fact that the language 
of P. C. 886 of the 5th of June, 1925, which brought 
about the general freight rate investigation o€ 1925-27, 
was Similar and almost identical with the languaye of 
P.C. 1487 under which the Board of Transport Commi.ssioners 
is now conducting or about to conduct a general freight 
rate investigation? 
A. No, Mr. Frawley. 
THE CHAIRMAN: With a view to the equalization 
Of Preieht rates. 
THE WITNESS: No; Mr. Covert brought that to 
my attention. 
MR. FRAWLEY: 9. Mr. Covert brought it to your 


attention, and you made some comment on it. I wanted to 
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read into the record the language of P. C. 886 so that 
it will be in a convenient place for the consideration of 
the Commissioners. I am reading from 33 Canadian 
Railway Cases. The report begins at page 127 and I em 
reading from page 131. The language to which I want to 
call the attention of the Commissioners is: 
"The Committee therefore advise that the 
Board be directed to make a thorough investigation 
of the rate structure of railways and railway com- 
panies subject to the jurisdiction of parliament, 
with a view to the establishment of a fair and 
reasonable rate structure, which will, under 
Substantially similar circumstances and conditions, 
be equal in its application to all persons and 
localities, so as to permit of the freest possible 
interchange of commodities between the various 
provinces and territories of the Dominion, and the 
expansion of its trade, both foreign and domestic, 
having due regard to the needs of its agricultural 
and other basic industries, and in particular" -- 
Then follow some special references to the 
Maritime Provinces and the traffic through Crinadian ports. 
IT should like to call to the attention of the 
Commissioners the language of P.C. 1487 of April 7, 1948, 
which is the order in council of the Governor General in 
Council directing the present general freight rate investi- 
gation by the Board of Transport Commissioners. 
"The Committee also observe that since 
decision was rendered upon the investigation 
referred to in the preceding paragraphs --" 


That is the investigation ordered by P.C. 886, 2 part 


of which I have just read. 
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“ --namely by judgments of the said Board of 
September, 1927, many changes have taken place in 
the economy of Canada and it is therefore advisable 
that the Board of Transport Commissioners for Canada 
me directed to: make a thorough investigat:on of 
the rates structure of railways and railway com- 
panies which are under the jurisdiction of parliament, 
with a view to the establishment of 2 fa.r and 
reasonable rates structure which will, under ane 
stantially similar circumstances and conditions, 
be equal in its application to all persons and 
localities so as to permit the freest possible 
interchange of commodities between the various 
provinces and territories of Canada and the 
expansion of Canadian trade, both foreign and 
domestic, having due regard to the needs of 
agriculture and other basic industries." 
You did make the comment, Senator Fogo, that 
no great degree of equalization had come from the 1925-27 
investigation? 
A. So far as I have been able to observe. 
Q. And you did agree with the suggestion of Mr. 
Covert, or it Tey a your own suggestion, that those 
words, namely, "under substantially similar circumstances 
and conditions" may have had a limiting and confining 
effect upon the Board in the 1925 investigation? 
A. I would think that is correct. 
Q. And precisely the same language is used, almost 
word for word, in the current P. C. 1487? 
A. I might say in our brief at page 3 we cite 
that extract from the order in council for an entirely 
different purpose, merely to say that our submission 
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we believe conformed to the principle expressed in thot 
order in council, and we also believed that the several 
Steel companies in Canada are operating under substantially 
Similar conditions. | 


-— © <= =< = 


CROSS -EXAMINATION BY MR. SINCLAIR: 

Q. Senator Fogo, it has been very difficult to hear 
you this morning. 

A. Con you come nearer? 

Q. It is my notes that are going to cause some 
trouble, I have it that you said that freight rates have 
altered to the detriment of our competitive position. 

Is that your answer in substance? 

A. ee 3 I don't know that I used those exact 
words, but if you mean since April, 1948, my answer is 
yes. 

THE CHAIRMAN: Q. Would you pardon me 2 moment 
SO that we will get the terrain located. If it had not 
been for the increase of 1948 do I understand you would 
not be here at all, or is your submission directed 2long 


base “bine? 


A. I think that is perhaps fair in one sense al- 
though I don't know. We might have been here, but 
certainly we are here in respect of matters that have 
erisen out of the increases. 

Q. And the form of the increases? 

A. And the m2nner in which it was applied. 

Q Tt was in such a form that it disturbed the 


ye 


differential, made it harder for you than it was before. 


Be that it? 


A. Yes, Mr. Chairman. There are other things 


mentioned in the brief to the Board of Transport 
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Commissioners which might have brought us here in any 
SVENG 

MR. SINCLAIR: Q. Senator Fogo, can you tell 
me whether the rail rates now differ greatly from those 
of 1939 expressed as a percentage of the laid-down value 
of each of your commodities? 

A. I don't know that I can -- 

Q. Would you mind getting that information for me 
and filing it with the Commission? 

A. In respect of a commodity? 

Q. Take your major commodities to which you refer 
in the brief, and take the market as being Montreal. 

A. You mean in respect of Montreal say for barge; 
which is the item we use here mostly? fvam trying’ to 
pare your inguiry: that-is all, 

Q. All right, and say steel billets. Give me four 
or five of the major products of your company. 

A. I think we can get you that information. You 
mean just the relation between freight and the selling 
price? 

QO. Yes. Now, freight is only one factor .n cost? 

ye That is- rlgnt. 

Q. Would you also give me on the same five items 
the percentage of all freight that enters into the 
articles, both raw materials inbound and finished products 
outbound, and relating to the cost of these same -- 

A. I°will get this offthe record if I may. You 
mean the percentage of freight entering into the manu- 


facturing of the article, of the ton of steel, if you 


like: 
Q. That is’ right. 
A. On 2 laid-down basis? 
Q That is right. 
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A. I don't know how far we are expected to go in 
respect of giving you figures of that character. I 
think what Mr. Sinclair is asking for now is the portion 
OL GHe Gosts'-of the company relating to transportation 
entering into the cost of a ton of ay 

MR. CHAIRMAN: I think Mr. Sinclair wants to 
know the freight cost both ways, in and out. 

MR. SINCLAIR: That is right, and the percentage 
of that to the laid down cost of the five major products 
of the Algoma Steel Corporation. 

THE WITNESS: I don't know -- 

THE CHAIRMAN: 9. You see possible objections 
to revealing that? 

A. Les. I do not see how it would be helpful to 
anybody here, and it would be a figure that we would not 
necessarily want to disclose. 

THE CHAIRMAN: What have you to say, Mr. Covert? 

MR. COVERT: I was going to suggest, perhaps to 
clear this up, that if it were something that might help 
a competitor I could see Senator Fogo's position, , 
because the chairman of the board of his company is 
also executive director and first vice-president of the 
ie Paths 

THE WITNESS: No, no; Mr. Sineclaiy and 4 will 
both agree that is an incorrect statement. 

MR. SINCLAIR: You are thinking of the Steel 
Company of Canada. 

MR. COVERT: That is exactly what JI mean. ct 
it gave away trade secrets you might not want to do it. 

MR. SINCLAIR: If Senator Fogo will give that 


as a solicitor I. will. keep it con- 


information to me, 


fidential. 
THE WITNESS: It is one thing to supply you with 
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information confidentially. I think we might do that, but 
for the use of the Commission and the public is another 
matter. 

MR. SINCLAIR: Q. The point is if you can 
express it percentagewise, I do not see how it is going 
to abridge anything that you might -- 

A. The percentage of the cost which is transporta- 
tion. 

Q. Maybe this will help the situation. Z should 
like you to file that with the Commission and not send it 
to me, just file it with the Commission. There would 


be no objection to that. 


(Page 8050 follows) 


Oe ot yrs 
Shoe Bal vn tape 9 ae 


eal i ; A XO ays sl 
14 I is yen vie x ort ejb ‘ hese 
r aa: 3 Sep od aus le: code “yt ae Ada ave 5 lapel , ity 7 ons a 


Sa MOLE. B82 re MEM A A a ; ire 2 6 1 8 | ° , 


St Bates: Ton DNS Se bai ere aot we. herd piste os BOY “el 


A U 

wy 
ae : i + oe Fr 

Seeietw iy At he al eae of f P| 


on 


— a : Paney inet to. } Pei hy 
jhe % vad 1 y iia te 
wi ri cave | 

* opt w) 


Si ey ate 


ee Lhe 


on aa 


re. PN 
12 ite sik tne yea? 


- 8050 - Senator J.G.Fogo Cr.Ex. 


THE CHAIRMAN: What you want to know sbout is the 
percentage of cost which is made up by transportation 
inwerds end outwerds, or just. inwerds? 

MR. SINCLAIR: 1939 compared to 1949, 

THE CHAIRMAN: You want to know the percentage 
which the inward transportation bears to the totel 
cost? 

MR. SINCLAIR: That is right, Sir, both in 1939 
and 1949, 

THE CHAIRMAN: Whet do you think of thst? 

A. Iwas just wondering whet the value of it would 
be, my lord, in the sense of what do we mean by "Total 
Cost". Perheps I should ask Mr. Sinclair that, what 
he meant by "Total Cost". 

MR. SINCLAIR: All your cost of production. As 
long as you keep the same costs in 1939 as you do in 
1949 - 

me eae ld Pp ibvdorn't know, 

Q@. It goes to the question--, I om directyng it 
to your statement that you say that freight rates have 
altered to your detriment in your competitive position. 

THE CHAIRMAN: Isn't it possible, Senator Fogo, that 
if the Board were given wider powers, that they might ask 
you to give this information then? 

A. Yes, my lord. It is also possible that they would 
hold an inquiry in cameras, my lord, in respect of dealing 
with the costs of a particular compeny, I should think. 

Q. Yee In order then to act fairly smong 911 the 
different companies they would have to know these deteils 
concerning each one? 

A. Yes, but I don't think it would necessarily involve 


an interchange of that information. I don't know that I 


would want to go that far. 
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Q@. Perhaps not, but you ere Willing to take the 
risk? 

A. I should think 50, Yes. 

MR. SINCLAIR: Well dour toke it, Senstor Fogo, 
that you have no objection to filing it with the 
Commission, that you do not want it to become public, or 
do not want counsel to have it (and I om quite agreeable 
to that) but I would like it to be filed with the 
Commission if you would not mind, 

THE CHAIRMAN: I suppose, Mr, Sinclair, your 
assumption is thet what might come out would show that 
the edvantage of the inward freight equals or over- 
reaches the disadvantage of the outward? 

MR. SINCLAIR: That is one thing, my lord, Another 
thing is that I think that the information will show that 
he is not in e position worse off now than he was before, 
because of the relative relationship of the laid down 
cost to the consumer, 

A. That may be so, Mr, Sinclair, but we are not 
compleining of that. 

Q@. You will sdmit that thot is so? 

A. I won't admit that that is so but I Say we sre 
not complaining of that. What we ere complaining of is 
the comparative position. You sre directing yourself 
to our real position in 1939 end our real position in 
1949. Now we sare not here to complain sbout how much 
freight rate you ere cherging. What we are complaining 
about is thet you sre charging more one place than another, 
Or you are charging us, if you like, on the same basis 
8S somebody else which results in our comparative position 


being worsened. Now if I were here contending thet the 


railways were charging too much for s given - 


Q. I think we sre at cross purposes. Didn't you say 
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thet whet you were complaining about was "The spread 
was increasing and the time might come when we could not 
sell in the Censdian market"? 

A. You must understand me by "The spread"-I meen 
between what we have to pay and the other fellow has 
to pey. In other words the thing that affects the price 
on the other hand. When we cannot sell en article at 
@ price comperable with our competitor obviously we 
cannot unless we absorb it, 

Q. Then I expect your position hes not worsened 
Since 1939 8 bit by the percentage incresese, that the 
percentage of freight to cost, laid down cost - 

A. As compered with what? 

Q. As compared to any other. 

A. Whet does it matter whet our internal position 
is if our position vis 9 sigs somebody else is affected? 

Q. I would ask that the information be given to 
the Commission end in due course the matter can be argued. 
I do not propose to argue it now. I think my position is 
Clear, I would esk that the witness Supply that informat- 
ion. Wheat argument can be made from it will develop in 
due course, 

THE CHAIRMAN: Yes, I do not Suppose there is much 
use in arguing in advence on what might be 9 situation on 
certain figures. The point is, should those figures be 
before us? I think Senator Fogo was thinking thet over. 

A. That is correct, my lord. If it were convenient 
that I could answer efter lunch on thet - There is one 
other statement I was going to meke thet there sare three 
companies in this business, three major companies, It 
seems to me if the Commission is going to have this 
information in respect of our company, I would like to be 


sure that the Commission is going to have the same 
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information in respect of the other compenies in the 
business, 

Q. I was going to say, are sll the compenies involved 
before us? 

MR. COVERT: Two have submitted briefs, end one has 
sent ea letter in which they intimate they did not want 
to appeer before the Commission, Mr. Cheirman, but whet 
I wanted to find out was whether the information from 
one would be helpful to the Commission, 

MR. SINCLAIR: I asked the Same information from the 
Dominion Steel, 

MR. COVERT: If we had the same information from the 
three compenies, we might be able to compere it because 
my understending, from Senator Fogo's argument, is that 
it is the comparable position with the other industries, 
that he is compleining of. Is that not correct? 

Ae Yes, and what I om Suggesting is that the 
information would be of use to the Commission or to counsel 
only if you had the figures of the other two companies, 

THE CHAIRMAN: Whst I am asking just now is whether 
any of these different companies have not submitted any 
submissions? 

MR. O'DONNELL: The third one has not. 

MR. COVERT: The third one has not, the Steel 
Company of Canada. 

THE CHAIRMAN: That is the Hamilton one? 

MR. COVERT: Yes, 

MR. SINCLAIR: It has filed a letter. 

MR. COVERT: That is what I said. 

THE CHAIRMAN: Wheat is the purport of the letter? 
Are they esking for anything? 

MR. COVERT: No, as I say Mr, Chairman, the unfortunate 


pert ebout the letter is they were asked by the Secretary 
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whether they wanted to appesr end they said they did 

not want their reply to form a part of the record, That 
is my understanding, so I do not know whether it should 
be read into the record, | 

MR.. O'DONNELL: Then it should not be referred to 
at all, my lord, in my view unless these people come 
here ond be examined on what they say. Sanding telegrams 
or letters is not the way to deal with Commission 
business. If people have representations, I think they 
Should come and be questioned, end if they do not intend 
to do that, then no reference Should be made to any 
correspondence they might have had, 

THE CHAIRMAN: But you see, the point is we sre 
assuming thet they sre not here and that we ere not 
to make any reference to their correspondence. Should 
we now proceed to endeavour to obtain from them the 
seme information as Mr. Sinclair wants Senator Fogo to 
give? 

MR. O'DONNELL: The Commission has power to subpoena, 
of course, 

THE CHAIRMAN: Yes, we have the power but we should 
not do so. You say if we get it from you we should get 
it from 311? 

A. Yes sir. Moreover, I do not think it will be of 
eny value, if I mey sey so, unless you have the other two. 

Q. Perhaps you might be able to give us some further 
light on it this sfternoon? 

Pat SSE SiY. 

MR. SINCLAIR: Now my note is, in enswer to Dr, 
Innis you said that "Rete sdvantage to Western Conada 
has disappeared". Is that correct? You were referring 
to the blanket effect, thet Hamilton has the seme rate 


to Western points es the Soo. Is thst correct? 
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A. I was saying we were in the zone on Western 
movement which is not the case on Eastwerd movement. 

Q. You were Saying thet the blanket as a factor 
in the through rate does not apply both eastbound or 
westbound to Western markets? 

A. I don't know what you meen by "blenket", ee 
not? Familiar with the terminology as you are, 

Q@. There is 5 zone, the Soo, Sudbury, through 
Montreal thet has the same factor on 3 through rate 
but not from Western Canada, That is correct? 

A. Yes, I understand that in movements from the 
Soo westward thet we carry the same rate to Fort William 
as Hamilton, and from then on the rate from Fort William 
to the point of consignment applies. The rate is made 
up in that wey. 

Q. Now you said that hes dissppesareda? 

A, I don't recall having said disappeared, 

Q@. I am sorry, that is my note, 

ae. paid 1b had disappeared, I was certainly 
wrong; JI understand it is the case today - 

COMMISSIONER INNIS: I think it was the market that 
had disappesred, 

MR. O'DONNELL: Yes, the demand, 

MR. SINCLAIR: That position of having 2 blenket in 
that erea was in existence when your company located at 
GNe 500, That is correct, is it not? 

A. I would not know. Do you mean in 1902? 

jee) YE, 

A. I don't know; I have no ides. 

Q. Then if it was in existence when you chose 
that location and if thet did prove a disability to you 
on shipping to Western Canada overland, or did not give 


you an sdvantage on your locetion, you knew it when you 
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put your plsent there. That is true? 

A. Well, I presume so, 

Q. And you were prepared to accept it at that 
time when the market in Western C-neda was greater than 
it is today. Is that correct? | 

A. Frankly, I don'tthink in 1902 they considered 1¢ 
DUE Env OU "Dub it 66 “He as "If the rate existed", if 
that was the status of the rates et that time, end we 
built a plent at the Soo at thst time, I suppose we have 
got to assume we put the plant there under existing 
conditions. What I have Said to you is we built the 
plant at the Soo in order to supply steel rails for 
which there was then 3 tremendous market for the building 
of reilways in Western Coneda as well as in Northern 
Canada. I do not know, Mr. SANGL al Poy Aa you ere 
esking me is "Was there a certain set of rates in existence 

‘ when the plant was built?" I don't know, 

Q. I understand now that the rates on iron and 
steel from the Soo to Western Canada usuelly sre lower 
than the rates from Hamilton, because the rstes from the 
Soo have been reduced to reflect combinations available 
through the Soo gateway, and United States routes? 

Q. I am informed that is right. I do not know how 
much lower and I do not know whether that is an advantage 
OP “TRG « 

Q. You do not? 

A. I do not know whether that is an advantage over 
Hamilton if thet is what you are asking. I can find thet 
out. 

Q. If the rate combinations do meke lower rates 
on account of the American gateway compe tition, that is 


en advantage to you therefore, competing on American lines? 
A. It is very little advantage. 
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THE CHAIRMAN: It depends what use is made of that 
haul. 

MR. SINCLAIR: Yes, it depends on how much market 
is going through but what I am coming to, my lord, is thet 
I think the witness 83aid that maybe their problem has 
developed due to Changed market conditions. That is, 

I think, what you ssid? 

A. I think thet is one of The factors, yes. I mean 
by that the change in the Beographic location of the market 
in C nade for steel which has developed in 3 very big way 
in 2 smell concentrated srea in the centre of the country, 
which I do not think wes contemplated fifty years ego, 

Q. Now would you agree with this Statement, Senator 
Fogo: 

"The obligation of the railway company is to cherge 

a reasonable rate. It is not called upon through the 

reduction of the rate to guarantee that the business 

will be carried on at a4 profit. In other words 

the needs of business and the way in which it is 

carried on are not the measure of the reasonableness 

of the rate," 

Would you segree with that statement? 

Ae ALI T cdn say ~ 

THE CHAIRMAN: Who says that? 

MR. SINCLAIR: Thst is en extract from the decision 
of the BoOerd of Transport Commissioners in Western Retail 
Lumbermen's Association v Conadian Pacific, Canadian 
Northern and Grand Trunk, 1915, 20 Cenedian Railwey Coses, 
ipp.oe 256, 

A. I agree with that substantially, Mr. Sinclair, 
except this, thet I do not think it is the function of the 
rellways or the Board to keep am unprofitable organization 
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of freight rates or fixing of freight rates to make up 
for differences in costs of production, but I do say - 

Q. You say you do not think thot freight rates 
Should be manipulated to make up for differences in 
cost of production? 

A. Yes, I Say that but what I do sey - 

THE CHAIRMAN: That is difference, is ity dip cost 
of getting to the merket? 

A. Yes my lord 

MR. SINCLAIR: Surely, Senator Fogo, the cost of 
getting to the merket is one cost of production? 

Bop) If you are asking me about costs of production 
having in mind that that is Substantially freight rates, 
I will differ from you, but I am talking of cost of 
producing an article ag distinct from Betting it to the 
market, The thing. thet is being referred to in that 
Statement, if I remember correctly, is not exactly what 
we are dealing with now, if you will read that to me. 
What was the phrase used there? 

Q. "The obligation of the railway company is to 
charge a reasonable rate -", Yoy Will agreewith that? 

THE CHAIRMAN: That is in getting the finished 
product to the rmrket? 

MR. SINCLAIR: or bringing the raw product to the 
plant. 

A. Not in 92 given case. 

Q. And bringing the raw product to the plant would 
be a cost of production, would it not? To continue 
reading out of this judgment: 

"The obligetion of the railway company is to charge 

a reasonable rate. It is not called upon through 
the reduction of the rate to Suarantee that the 


business will be carried on at 3 profit, In other 
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"words, the needs of business end the wey in whin 
it is carried on are not the meesure of the reasonable- 
ness of the rate". 

fei Lem not querrelling with thet. I made the 
Statement that it is not the function of the railways 
and freight rates to enable people to run their business 
properly. Theat is 9ll that that means ss I understend 
it. Certainly if you ere putting to me that freight 
rates is only one element of the cost, I agree with that 
too. 

Q. You egree that freight rates sre only one element 
or cost? 

A. Yes, depending on the sense in which you use the 
word "cost", 

| Q. Leid down cost? 

A. In thet case, it is en element. If it is cost 
on the floor of your plant of a manufectured article, 
freight rates would only enter into the cost to the 
extent of the freight rate on the material or the 
machines entering into production. 

Q. Freight rates are only one element in cost no 
matter whether lsid down cost or plant cost? 

A. I agree. 

Q. In regard to the submission that you read this 
morning, Senator Fogo, on page 10, the last peragraph 
dealing with the effective control of the commodity 
rates, am I correct in my note that you ere not saying 
that the Board has not those powers today? 

A. We are not sure of that, Mr. Sinclair... LE. the 
Board has the power, they heave refused to exercise it. 

THE CHAIRMAN: What page is that? 


MR. O'DONNELL: I think my lord, there igs: some 
confusion. My friend has referred to page 10 nf ‘a 
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submission which my friend read, end unless we refer 
to the part that is really in the transcript, there 
will be confusion, 

MR. SINCLAIR: I am sorry. JI was referring to what 
Senator Fogo said this morning, end I Should not refer 
to it by page number, I will Just say that this morning 
he said that the Board of Transport Commissioners should 
have some effective control over the commodity rate 
and should have 3 duty end power to exercise these 
rates with e view to preserving conditions in industry 
which will ensble them to move freely to markets. 

THE CHAIRMAN: To move freely to markets? 

MR. SINCLAIR: Yes, 

THE CHAIRMAN: Those are the words of the Order- 
in-Council, sren't they? 

MR. SINCLAIR: Those are the words of the Order-in- 
Council, yes, 

THE CHAIRMAN: The point seems to be this, Here are 
three products, one made in Hamilton, one msde in Sault 
Ste Morie and one in Sydney. Now, they sre Soing to a 
certain market. What freight rates are reasonably 
chargeable to each of the three shippers to get to that 
market? Senator Fogo says thet prior to this recent 
increase, there was 9 certain differential which apparently 
was not complained sbout recently, but he says something 
happened in 1948 to change the relation of the three rates 
which is prejudicial to the product which his company 
manufactures, 

MR, SINCLAIR: I, of course, challenge that statement, 

THE CHAIRMAN: Is that right, Senator Fogo? 

nz Yee, 

Q- Now when the Board are conSidering, as it is now, 
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the market, should it consider what it costs for any 

one of the companies to produce thst erticle, to make it? 
Then, should the Board in deciding whst the freight 

rate should be, take into consideration the cost of 
production on that article in the three different 

plants respectively? 

MR. SINCLAIR: [I think not, my lord. 

THE CHAIRMAN: Now then, this additional power that 
it is suggested should be given to the Board, would that 
power, to be properly exercised, compel the Board to go 
into that question of the cost of production on the 
article? 

MR. SINCLAIR: I think not, my lord, 

THE CHAIRMAN: You still think not, Well, what do 
you think Senstor Fogo, because you see you are one of 
those apperently who do wish the powers of the Board to 
be extended and to teke into consideration the economic 
Situation, conditions of industry, end so on? 

A. I think there would be ceases, my lord, where it 
would be almost necessary for the Board to do that, in 
order to carry out what we have suggested here, although 
this is restricted in 9 sense to the transportation charges. 

Q. To the market? 

A. To the market concerned, In a good many cases 
it would be relatively easy to, or there might well be 
cases where I think you would have to have the starting 
point before you could plen how they reach the market 
equivalent. 

Qe You don't mean the geographical starting point? 

A. No, the dollar starting point. 

MR. SINCLAIR: Would you agree with me, Senator Fogo, 
that if the relationship of freight rates to laid down 


cost had not increased over that of your cormpetitors 
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Senator J.G.Fogo Or.Ex, 


percentagewise - 
THE CHAIRMAN: 


Would you repeat your question for 
my information? 


(Page 8065 follows) 
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MR SINCLAIR: Q. Would you agree with me, 

Senator Fogo, that if the relationship of transportation 
to laid-down cost had not increased in comparison with 
the relationship of transportation to laid-down cost of 
your competitor, you would have not Suffered any com- 
petitive disadvantage by a horizontal percentage increase? 

A. If you mean by that that ifr during the same 
periog my company acquired an equivalent advantage in 
some other way over my competitor as a set-off to the 
disadvantage in freight rates, I would agree with you -- 
if that is what you mean, 

Hei INO». Damean:.- well, maybe the reporter would 
read the question to you. 

THE REPORTER: "Would you agree with me, Sen- 
ator Fogo, that if the relationship of transportation 
to laid-down cost haa not increased in comparison 
with the relationship of transportation to laid-down 
cost of your competitor, you would have not suffered 
any competitive disadvantage by a horizontal per- 
centage increase?" 

THE WITNESS: I do not know whether that is so or 

not. 


Q. That is all, thank you. 


COMMISSIONER INNIS: Mr. Sinclair, did you have 
in mind, when you were asking the Senator to present 
Statistics and calculations and so on regarding cost of 
production and the place of transportation cost in that, 
that it should go so far as to include for example cost 
of foodstuffs in the community, cost of wages in relation 
to cost of foodstuffs, or the cost of standard of living, 
or were you drawing a certain line? 

MR SINCLAIR: Oh, no, Dr. Innis; my thought was, 
in the cost of the article which he was selling, the laid- 
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down cost of the article, 

COMMISSIONER INNIS: You only wanted the 
labour cost, that is to say, wages, Simply as they are? 

MR SINCLAIR: Yes -- all plant costs, raw 
material costs, inbound transportation costs, overhead, 
depreciation, investment, return on investment, 

COMMISSIONER INNIS: Wages? 

MR SINCLAIR: Wages. 

THE CHAIRMAN: Supposing, Mr. Sinclair, then, 
you had five or six companies instead of one at a certain 
point, what would you do when you had the cost of pro- 
duction of each company? You would still have to give 
them all exactly the same freight: rate, 

MR SINCLAIR: My lord, as I understand Senator 
Fogo's view, it was that there was some competitive dis- 
advantage on account of geographic location of Steel 
Company of Canada versus Algoma versus Dominion Steel. 
If they were all in the same locality, then certainly I 
cannot see how transportation could ever be argued to 
be a deterrent factor one plant against the other, be- 
cause in those circumstances, as your lordship states, 
the rate would be the same, because we charge the same 
rate to all persons. 

THE CHAIRMAN: Although the cost of production 
of the one would be higher than that of another, on ac- 
count of less efficiency. 

MR SINCLAIR: Might be, quite so, 

THE CHAIRMAN: That is what I am trying to get 
at. Therefore the whole thing is cost of transporting 
the article from one point to another, irrespective of 
the cost of producing that article; isn't that so? 

MR SINCLAIR: I do not see that, my lord, 

THE CHAIRMAN: Well, isn't that so, if all the 


plants were at the one point? 
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MR SINCLAIR: Quite so. 

tTHE CHAIRMAN: Then you would have to say, 

"We must write one rate for the production of all these 
five or six plants from that ne” to market," irrespective 
of whether the costs of production were different, 

MR SINCLAIR: Quite so, 

THE CHAIRMAN: Then do you think there should 
be a change in the procedure when the plants are located 
at different points? 

MR SINCLAIR: No, my lord, 

THE CHAIRMAN: That you should say, although the 
distance is equal, Say one thousand miles, to a common 
market, before fixing the rates, before making them the 
Same on account of the equal distance, we should consider 
the cost of the production in Hamilton and the cost of 
production in Sydney? 

MR SINCLAIR: No, my lord, 

THE CHAIRMAN: Not only of one company, but of 
all the companies. 

MR SINCLAIR: No, my lord, I am not Saying that. 

THE CHAIRMAN: Then why do you wantto know the 
cost of production? | 

MR SINCLAIR: Because, my lord, as I understand 
Senater Fogo, and as I understand quite a bit of evidence 
that has been led before this Commission, they are Saying 
that because they happen to be a further distance from 
the market than one of their competitors, when you have a 
horizontal percentage increase, because of the fact that 
they have a larger rate to start with, the cents of in- 
crease are more, they suffer a competitive disadvantage. 

I challenge that statement, and one of the ways I challenge 
it is by the comparison and the figures and statistics 


that I have asked Senator Fogo to produce, 
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THE CHAIRMAN: ‘That is, his cost of production. 

MR SINCLAIR: Yes; because of the relationship 
percentagewise of transportation to cost in 1939 as the 
relation of transportation to cost in 1949, compared with 
that of someone else with whom he was competing. 

THE CHAIRMAN: Yes, Now, we will skip for the 
moment the situation which would arise if there were five 
or six companies instead of Senator Fogo's one company 
at this particular point. You would want the cost of 
production of each one of them? 

MR SINCLAIR: In the Soo, for instance? 

THE CHAIRMAN: Yes, 

MR SINCLAIR: No, not necessarily, 

THE CHAIRMAN: Well, they might get their raw 
materials from different places. 

MR SINCLAIR: Oh, yes, if they came forward and 
complained. 

THE CHAIRMAN: Oh, no. What they are complain- 
ing about is the cost of transporting their finished 
product from their place of manufacture to a common 
market, compared to the finished product that comes out of 
Hamilton and out of Sydney. 

os Lents that 16? 
A. That is right, my lord. 

MA SINCLAIR; Yes, my lord--- 

THE CHAIRMAN; You say that that cannot be pro- 
perly dealt with and a reasonable rate struck unless you 
also know the cost of production of that product by the 
three, and principally the ingredient in that cost of 
production of their inward freight paid; isn't that right? 

MR SINCLAIR: My lord, when the rate is first 
fixed as a reasonable rate, I am not saying, not at all, 


that the efficiency of Algoma versus Steel Company of 


he peti mi} oe 25 ae de: eee SI ; o wen ; a. + _ ah 
hi Pcavgl be 5 aia iy F 
ve ied be 


lass 


geiaeaa ae wees eauRoad$ .asy ? \ APAIGUES 


\ a! 
Fh he as 


SE Gs gtnmepadesd Das on lahat 


? 4% 


nbtanr sroqunarts 46 Het tts 
Sive sale Uh once 4erg sins 
' \ 


? 


. hiteding : 2° a eS oY oA tie. T mei kta 
acta bs eee ; \. oA Vee SKA PAT ARE : os lee 


sent be | 
‘ 

oe beled: ’ i *% cee e o 

5 SATE Xie \ Or ip 


~~ ; : ’ : : 
oe |} 1 
liottnag Shit 28° oh 
rhe ee 


nots ois} Bort He 


A iy a att 


x ee 4 


Ait r 


ais 5 1 astlfanstieg ae sai 
Seite: fy Rs a mows | 
ie 


Une 


- 8069 - Senator J.G.Fogo 


Canada or Dominion Steel of Sydney, has anything to do 
with it, but I am Saying that when these people come for- 
ward and say that their competitive position has been 
worsened by a horizontal percentage increase, then I am 
Saying that this relationship does become necessary to 
determine whether in fact their Statement is correct or 
otherwise, 

THE CHAIRMAN: How can that be? Supposing that 
a company Says, "Prior to a certain date my freight rate 
was 20 cents, since that date it is oh cents,” and there 
is no change in the cost of production or in any other 
circumstance; why should you then go into the question of 
what is their production cost, or to see whether an in- 
crease .could have been applied in that way? You see, as 
I understand the complaint from Senator Fogo, he is not 
complaining of any increase in freight rates; he is 
objecting to the nature of the increase, which he says 
increases the percentage of the differential which had 
to then existed between his company and the companies at 
Sydney and Hamilton in getting the same product to the 
Same market. Now he says, if there is to be an increase, 
which he does not dispute, then the increase should be 
made on a different basis, which would not increase the 
preference, the differential, between his company and the 
others at other points. 

Q. Is that right, Senator? 
Aw Yes. 

MR SINCLAIR: I understand exactly what he says, 
my lord. 

THE CHAIRMAN: Then why suddenly, when that 
question is put, do you say that you cannot determine 


that question until you determine the cost of production 


at Hamilton, the cost of production at Sydney, the cost 
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of production at Sault Ste. Marie? That 1s what you are 
Saying. 

MR SINCLAIR: TI am Saying, transportation ex- 
pressed as a percentage of cost or aS a percentage of 
selling price, I don't care which, 

THE CHAIRMAN: All you want to know, then, is 
the cost of the inward transportation of the companies! 
raw materials to their plants; is that it? 

MR SINCLAIR: Ana also, my lord, the total 
transportation cost ag against selling price; or the 
total transportation cost as against cost price; I don't 
care whether it is laid-down cost or plant cost; he can 
give me the figures either way. But it is txanaponteeeen 
as a percentage of that cost in 1939 and transportation 
as a percentage of that cost in 1949, 

THE CHAIRMAN: You mean only inward transporta- 
tion? 

MR SINCLAIR: No, my lord, 

THE CHAIRMAN: Both inward and outward? 

MR SINCLAIR: Yes, my lord, 

THE CHAIRMAN: I see; getting to the market as 
well as getting the raw materials into the plant; you 
want both. 

MR SINCLAIR: Yes; because otherwise you are not 
getting all the transportation cost in over-all cost, un- 
less you take both inbound transportation cost and out- 
bound transportation cost. 

THE CHAIRMAN: Up to the present, as I 
understand it, the Board has not gone into that sort of 
consideration in fixing freight rates; is that right? 

MR SINCLAIR: They do not have to, my lord, 

THE CHAIRMAN: I say they do not do it; they 


have not done it, have they? 
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MR SINCLAIR: This is merely a way of testing 
whether horizontal indveaaes disturb competitive econdi- 
tions, 

THE CHAIRMAN: [I understand you intend to argue 
that the increase ag made and the datndd in which it was 
made, the horizontal method, is all rignts 

MR SINCLAIR: Quite so, 

THE CHAIRMAN: Now, the Board in doing that 
did not take into consideration the factors which you 
mention now, cost of production and the percentage by 
which the carriage of the raw material to the plant 
entered into the cost of production. They did not con- 
Sider those things, did they? 

MR SINCLAIR: What they considered--- 

THE CHAIRMAN: They did not have them before 
them, I understand. 

MR SINCLAIR: What inquiries they conducted them- 
selves 1 do not know. 

THE CHAIRMAN: Well, the case was argued before 
them. 

MR SINCLAIR: But they have their Own experts, 
and what those experts and Statisticians may have done--- 

THE CHAIRMAN: I understand them to have said 
time and time again that they do not consider considera- 
tions of that kind. I am not quarrelling with you; I hope 
you do not think I am. 

MR SINCLAIR: Oh, no, no. 

THE CHAIRMAN: But what is being suggested to us 
is that we recommend that in the future when they are 
fixing a freight rate to bring a finished product to a 
market, they should enter into the economic considerations 
which surround the manufacture of that product. 


Q. Isn't that what is suggested, Senator Fogo? 
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A. No, I do not think it goes that far, my lord, 

Q. Well, how far would you go? You see, here is an 
indus try—-- 

A. What we are suggesting is--- 

Q. I would like to know how far yOu £0, because it 
is very important; your case is a very important ones) 2 
would like to know how far you think the powers of the 
Board should be enlarged in respect of industry, the pre- 
Servation of industry or the establishment of industry 
or the encouragement of industry, when they fix freight 
rates? 

A. Well, taking our own case, my lord, I think that 
in the consideration of the application for an increase 
to the rates from Sault Ste. Marie on iron and Sieel, the 
Board should take into consideration the fact that there 
is a limited market, that there are three producers, and 
that the increase should be tempered in such a way as not 
to prevent any one of those three producers from reaching 
the common market. 

®. Well, that is not finding any deficiency in the 
powers they now possess; it is finding fault with the way 
in which they exercise their present powers; that is gily 
pen! GAG? 

A. That may be, my lord. I think we have avoided 
Saying which it is, really. I do not know for sure whe- 
ther it is because the Board has restricted itself or 
whether the restriction arises under the Act. There seems 
to me to be considerable doubt about that, as to whether 
the jurisprudence of the Board has not restricted it even 
more than the Act itself is restricted. 

COMMISSIONER ANGUS: Mr, Sinclair, in the matter 
of separating transportation costs from other costs and 


expressing it as a percentage, is the point that if other 
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costs in an inflationary period have gone up by X per 
cent, the competitor who pays the higher transportation 
cost in the beginning has gained a competitive advantage, 
unless the transportation costs also go up by the same 
percentage? | 

MR SINCLAIR: Quite so, 

COMMISSIONER ANGus: And that really would not 
affect the question of the Board going into transportation 
costs except in a relative sense, 

MR SINCLAIR; Except, as I see it, to determine 
whether horizontal increases are a fair method of applying 
freight rate increases, 

COMMISSIONER ANGUS: For that purpose, is there 
possibly a misunderstanding between you and the witness on 
this point? For the purpose of your argument, as I see 
it, one is asked to consider general inflationary increases 
incest. Supposing at the same time there has been a de- 
crease in cost affecting one Only of the competitors, re- 
Sulting from better technological methods, that would be 
a disturbing factor in the calculation, 

MR SINCLAIR: Quite so. 

COMMISSIONER ANGUS: And I think Senator Fogo was 
mentioning that type of change as something that perhaps 
Should not be disclosed or that would destroy the point of 
this comparison. 

THE WITNESS: Exactly. 

MR SINCLAIR: If he is Suggesting that there ig 
a technological disturbance in one of these three plants 
that gives it an advantage over some other one, naturally 
that is a factor that will disturb the comparison, quite 
So. I am taking it that the steel industry has during the 
war period which we have now just gone through, and a 


little bit afterwards, pretty well technologically been on 
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a parity, because,as I understand it, there was a complete 
exchange of information, and that is why--- 

THE WITNESS: No, 

MR SINCLAIR: ---f thought the period I was 
taking, 1939 to 1949, put me at sheaths advantage in 
regard to comparability. 

THE WITNESS: I think the point Commissioner 
Angus has raised is an extremely important one, and one 
reason why I hesitated to answer your question ag to 
whether I agreed to the formula =< certainly I do not 
know, and I do not think anybody associated with Algoma 
knows, the technological advances in either Dosco or 
Hamilton. We have a general idea. There is no formal 
exchange of information. Certainly since 1939 the varia- 
tion in costs due to things other than transportation in 
these companies has been very great, but how much in any 
one or in what direction in any one I could not tell you, 

MR SINCLAIR: Q. Has there been a disturbing 
factor, or do you think there has been a disturb ing 
factor, that Dosco or Steel of Canada have a technological 
advance over what you have got? 

A. Not any one factor, Mr. Sinclair. There are some 
respects, if I were going to go into this, there are some 
respects in which Hamilton can produce articles very much 
cheaper than we can. 

Q. But has there been a change in the relative 
position technologically between you since 1939? 

A. They have built new mills in the last three or 
four years; they have Spent twenty or thirty million 
dollars on new rolling mills in the last three or four 


years. 


Q. You say that the technological postition of the 


mills has altered? 
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A. They have modernized their plants, 

Q@. Has yours? 

As NO. 

Q@ Then so far as your company is concerned, I would 
not have to take that disturbing factor? 

A. Well, you would if you were going to make e com- 
parison. If you are going to take one isolated case and 
Say to me, "You are no worse off in 1949 than you were in 
1948, because where you have been rimmed on freight rates 
you have gained somewhere else, on finding some ore at a 
lower price, and thereby..preserved your, relationship "=-< 

a+ YOu are not Sugzesting, Senator Fogo, that that 
was my phrase, "rimmed on freight rates", are you? 

A. I am sorry. What I meant, Mr. Sinclair, was 
that I do not think that the information that you are 
asking me for is of any use or that the comparison you 
ere to make is of any use unless you also have the 
Same information obtained under practically the same 
conditions from the other people, from the other companies. 

Q. Well, I Suegee ble 

A. Now, I may be wrong; I don't know, 

MR SINCLAIR: I suggest to the Commission, let 
me get the information and then see what I can Oey 

THE WITNESS: Well, I am not so sure that is 
the proper approach. I think the Commission should--- 

MR SINCLAIR: There is just one point that your 
lordship brought up that I thought I should mention to 
you, and that is in dealing with the Board, you asked me, 
did the Board consider these things? Well, both in the 
20% case, and, if I recollect correctly, in the 21% case 
-- the 20% case for sure; I am positive of that -- the 
proposition that I am now putting forward was put forward 


by counsel for the Canadian Pacific and was argued before 


SNe 


° ¥ oS 
ORY Teer eed 


< G 
e . hs my 


- 8076 - Senator J.G.Fogo 


them, and I think that when the Board say that after 
taking into acoount all the circumstances and everything 
in connection with the matter of increasing rates they 
must have considered the argument that Was put forward as 
one of those circumstances or one of those arguments, I 
must say also, I think, in fairness to my learned friends, 
that I do not think that they have met that argument in 
the 20% case or in the 21% case, 

THE CHAIRMAN: You do not think who have met it? 

MR SINCLAIR: That they have given any answer 
to the proposition put forward in the 20% case and which 
I am now putting forward. 

THE CHAIRMAN: Who? 

MR SINCLAIR: The provinces? 

THE CHAIRMAN: Then, Mr, Sinclair, would you 
tell me again, summarize for me, what is the argument 
that you refer to that the railways put forward? Since 
you say it was not answered, I think Mr. Frawley and 
others had better know what it was now. 

MR SINCLAIR: Oh, I think they know it Very 5 
very well; they do not need any Summary from me, 

THE CHAIRMAN: Well, you had better tell me, 
then, 

MR SINCLAIR: I say the argument is this, that 
in so far as transportation does not increase to a 
greater percentage of cost or selling price, one plant 
compared to another, the mere fact that there has been a 
an greater increase in cents, one plant to another, 
has no effect whatsoever on disturbing competitive rela- 
tionships. In fact--- 

THE CHAIRMAN: What definition do you give to 
the word "cost" there? What do you include in cost? 


MR SINCLAIR: Transportation as a percentage of 


all costs. 
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THE CHAIRMAN: Do you mean transportation of the 
product to the market for Sale? 

MR SINCLAIR: Transportation in so far as it is 
@ factor in all costs << that is, the transportation 
factor in the inbound cost or the transportation factor 
in the outbound cost. It does not make any difference to 
my argument whether you take transportation as a percent- 
age of selling price or as a percentage of cost. All TI 
want is total transportation cost as a percentage of the 
total cost or the total Selling price. That is the argu- 
ment I say that was considered by the Board, and I think 
in the 21% case was set out at page 65 of the print, 
which is the same as reported in the official reports at 
page 65: 

"Upon consideration of the whole Situation, I 
think that, in this case, the general increase in 
freight rates should apply equally throughout the 
country," 

THE CHAIRMAN: I can imagine informetion of 
that kind leading to an increase in freight rates, but 
why does it lead to a horizontal increase in freight rates? 

MR SINCLAIR: Because, my lord, the Board after 
a most exhaustive inquiry and most exhaustive arguments and 
counter arguments stated that it was the fairest way. 

THE CHAIRMAN: That is, to increase the differ- 
ential would be the fairest way? 

MR SINCLAIR: That the fairest way was to apply 
a horizontal percentage increase across the country -- 
after a most exhaustive inquiry. 

THE CHAIRMAN: What I am really concerned about 
is this ~- we are about to adjourn now -- we have been 
aSked by various people to recommend to the Government 


that the Railway Act should be amended, to increase the 
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duties as well as the power of the Board in fixing freight 
rates, by having them take certain economic considerations 
in view when they make such increases, and I am somewhat 
concerned to know how far that would lead, how far the 
people who advocate that sort of change, that increase in 
the Board's powers and duties, intend that those powers 
and duties should go, whether technological advances or 
other advances put in by certain manufacturers or at 
certain points could affect then the price of transporting 
their finished product to a given market. 

MR SINCLAIR: That was the second of the two 
points. 

THE CHAIRMAN: Or Whether, if they do not get 
Some preference of some sort, they would have to go else- 
where -- all sorts of things. 

MR SINCLAIR: I of course was not addressing my- 
self to that question. 

THE CHAIRMAN: I know. I am not talking to you 
nows I am Barings 

MR FRAWLEY: My lord, I do think thet my friend 
Should have continued to tell the Commission whet the 
Board said in the 20% case, because he--- 

MR SINCLAIR: Well, if I had a chance--- 

MR FRAWLEY: My friend had a lot of chance. He 
simply said, "1 think this and I think that," However, the 

21% case, my lord, was appealed to the Court of Appeal, 

the Governor-General in Council, and the Governor-General 
in Council sent back the matter of horizontal increases to 
the Board to reconsider it. They did say that it had 
already been referred to the Board under P.C. 1487, the 
general freight rate inquiry, but this is what the present 
Board has said, this is the last word of the present Board, 


and I am quoting from page 11 of the pamphlet copy of the 
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judgment: 

‘"AS in the hearings prior to the decision in 
the 21 per cent case go in the hearing of this 
application, the respondents have vigorously contended 
against the principle of horizontal increases. At 
this time the Board is not in a position to give a 
final determination in respect to this contcntion 
because this matter is already the subject of a 
direction to this Board set out in Order in Council 
P.C. 1487 of April 7, 1948, in which Order in Council 
the Board was directed to make a thorough investiga- 
tion of the rates structure of railways and railway 
companies which are under the Jurisdiction of Parlia- 
ment, with a view to the establishment of a fair and 
reasonable rates structure which will under substan- 
tially similar circumstances and conditions be equal 


in its application to all persons and localities 


Subject to such special statutory provisions as affect 

freight rates." 
So it still stands before the Board, and we still hope that 
our point will finally prevail, that the application of 
horizontal percentage increases is a vicious and discrimin- 
atory method of making freight rate increases. 

THE CHAIRMAN: Well, we will continue at a quarter 

to three. 
oer 1:00 p.m. the Commission adjourned, to meet again 


at 2:45 p.m. 


(Page 8085 follows) 
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OTTAWA, ONTARIO. 
Thursday, November 10th, 1949, 


AFTERNOON SESSION 
area oecorae ae accep tr ted ee > Re Nog Sk # MS 


SENATOR J. G. FOGO - Recalled 
CROSS EXAMINATION RESUMED BY MR. SINCLAIR: 

THE CHAIRMAN: Very well, Mr. Sino lair. 

MR. SINCLAIR: Just before the noon adjournment, 

Mr. Chairman, my friend Mr. Frawley referred to the judgment 
of the Board of Transport Commissioners delivered on 
September 20, 1949, at which time an interim increase of 

8% was given; and he read from page 11 of the judgment 

of the Chief Commissioner, some remarks concerning 
horizontal increase. 

Now, I would just like to draw the Commission's 
attention to this one fact, that the Board, et that time, 
was dealing with a review of the 21% Case, and one of 
the matters,which they were to deal with on that review, 
was the question of horizontel percentage increases. 

That was one of the matters referred back to them by the 
Privy Gounci.l.. 

THE CHAIRMAN: You say horizontal percentrge 
increase? 

MR. SINCLAIR: Horizontal percentage increase; that ig 
to say the Privy Council referred that, as one of the 
matters to be referred back to the Board. That is the body 
which Mr. Frawley referred to this morning as the court 
of appeal. 

At page 4 of the Board's judgment delivered on Sept.20, 
1949, I would just like to read, 2s follows: 

"Dealing first with reference to the Board by 

order-in-Council P.C.4678, in my opinion no new 
furnished the Board, or new matters 


evidence was 


drawn to its attention which would justify disturbing 


the findings of the Board with respect to the following 
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matters -~- Item RF, horizont2l percentage increases", 


Now, in addition to that, although the Board did say 
oS my friend Says, at page 1l of the Judgment - that by 
Order-in-Council P.C.1487, they were to go into the 
matter of horizontal increases, yet, in granting the interim 
increase they made it a horizontal increase of 8%; and 
I say that the Boerd has found that they did Pind, gry che 
21% Case, and the findings of the Board in that regard, 

the fairest way to apply that inerease, ond the only 
practical way, was by 2 horizontal percentage increnrse, 

And my friends, the respondents, in that cose were 
unable to bring in new evidence before the Board to disturb 
that finding. 

THE CHAIRMAN: Now, did the reference by the Board to 
the Privy Council Specify that they were to reconsider the 
uestion of horiztontal increases? 

MR. SINCLAIR: Yes, ny 1078 2 

Now there is only one further question I have for 
Senator Fogo. 

CROSS EXAMINATION BY MR. SINCLAIR CONTINUED : 

Mae DLNGLATR: Q. T believe, Senator Fogo, in 2nswer 
to my learned friend Mr. Covert, you said that you would 
be satisfied with the Interstate Commerce Commission's 
method of handling increases. That is the WAY Tove at 
down. Is that the purport of your answer? 

THE CHAIRMAN: Would you please put it again? 

MR. SINCLAIR: Q. That he would be satisfied with 
the Interstate Commerce Commission's method of nandling 
increases, Was that the purport of your answer? 


A. That is what we recommended to the Board of 


Transport Commissioners ,that 2 Similar method be adopted 
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Q. Well, did you or did you not know, Senator 
Fogo, that the Board in Canada has not only given per- 
centage increases, but percentage increases with maxima ; 
and that the Interstate Commerce Commission lilcewise 
had given percentage increases, and percentage increrses 


with maxima, depending on the circumstences 2+ any given 


‘time, and in relation to any particular case. Did you 


know that? 

A. I think I knew of instances where the Canadian 
Board had given flat increases rather than percentoge 
increases, and cases where I believe -- there are some 
cases where percentage increases were tempered by 
limitations; but I think that was at the réquest of 
the railways. 

Q. Well, in the United States they have -- 

A. I am thinking now, particularly of =-- what is 
it you call it -- the Enstern R>tes case. Isn't thot 
a2 case where the railways themselves asked that the 
percentage increases or decreases on basic commodities 
be limited in certain instances? 

2. But the point I am asking you about is that 
in the United States, where you state you would be 
Satisfied if the Canadian Board applied the same 
principles that they did down there, that for different 
occasions, they have, depending on the circumstances, 
granted horizontal percentage increases without any 
maxima. Did you know that? Did you have that in mind 
when you gave your answer? 

A. I suppose that is true, but I do not-know that 
I knew it. 


Q. But you would still say that you would be 


~v 


satisfied to have the same principles followed in the 


United States followed by the Board in C2nada? 
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A. Not in the sense you mean it, if I understood 
you correctly. If I said I agreed that the Canedian 
Board should adopt the method of maximum limitations 
on basic commodities which was adopted there, GY the 
United States, by the Interstate Commerce Commission, 
in ex-parte 162. 

Q. You are not Suggesting, ore you? 

A. I think he was just going to let me finish, 
thet is all. I was Saying that if you meant thet I 

aid that I was agreeable to the adoption of the method 
followed in ex-parte 162, then the answer is yes. 

Q. But are you Suggesting to the Commission ¢hot 
they should recommend that the Board, by legislation, 
Should not be allowed to give horizontal increases? 

Are you going that far? 

A. No. I am not going thet far, certainly. 

Q. So you are quite content? 

A. I think that the Board should either recommend 
that there be legislation or power under the present Act 
to impose maximum limitations in a proper c2se. 

2. The Board has thet power now, has it not? 

A. I do not know. 

2. But they have done so? 

A. They apparently refused to exercise it in the 
last two applications. 

Q. Because of another percentage test? 

A. They did not say very much as to why they did 
not do it, as I remember it. 


Q. I suggest that they did, that they said it 


<u 


was the fairest and the most practical way, under the 


circumstances. 


MR. FRAWLEY: That is not what they said. 


They said they still had it under consideration, under 
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P.C. 1487; and they granted an 8 per cent increase 
just as an interim increase, having declared tnem- 
selves as being possessed of the power, under P.C. 1487 
to review the whole tia beerysy Bae pies ered to have 
Suggested in one or other decision -- I think it was 
the second one -- that if by virtue of a horizontal 
increase in all this type of long-haul traffic, there 
was prejudice, then there might be further applications 
from the persons concerned. 

MR. SINCLAIR: Quite so. The Board remained 
seized of any unjust hardships that might result from 
the application of 2 horizontal percentage increase. 

A. Our quarrel is perhaps that we are not sure 
that the Board would consider our position as being 
unjustly prejudiced. 

“. I think you said this morning that you had 
not made an application to the Board for relief, even 
though you admit you have the right to do $0,. 4nd. that 
they would have heard you. 

Be NO, except in. so far as this brief, in the 
general freight rates investigation, might constitute 
such an objection. 

Sy, p Le SEC. 

THE CHAIRMAN: There is no doubt that the Board 
has power to provide horizontal increases. They have 
the power to do that, and they have the power to depart 
from that and to follow another method. 

Now, is it your desire that the Board should 
be prohibited in future from making horizontal increases? 

A. I should think, sir, that perhaps prohibited 
ina case of this kind, but I would find it difficult 
to say that the Board should be prohibited in future 


because they are making a horizontal increase; I can 
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conceive that there might be many cases where 2 
horizontal increase might be the proper way in which 
to apply an increase, 

THE CHAIRMAN: Q. - You would have to leave 
it to somebody's judgment in each.case. Are you not 
back to where you were today: that the Board has east 
to impose horizontal increases? Or, otherwise, in the 
case you are complaining of, they increased hor.zontally. 
But if you say there are cases, and that would be PLAT 3 
how can you have any statutory provisions Setting out 
Such a case? You must leave it to somebody's judgment, 
must you not? 

A. I think that is right, sir. 

Y. However, you say: prohibit that method entirely. 
That is a different situation. 

A. Yes; but if you approach it by saying thet the 
Board should take into consideration certain factors, 
does it not follow from the fact that if they took into 
consideration those factors, they would necessarily 
have to depart from the horizontal percentage method? 

Q. You must take notice what those factors are to 
be when you say that, because Mr. Sinclair supposes 
@ whole lot of factors which you, perhaps, might think 
ought not to be taken into consideration, such as 
factors going to your cost of production and so on. 

A. Well, we have not -- 

Q. The difficulty that I see is in drawing 2 line, 


xX 


a statutory line beyond which the Commission sh2ll not 


be allowed to travel. 
A. I appreciate the difficulty, my lord. 
9. Well, I just want to hear more about it. 


MR. SINCLAIR: That is all I have. Thonk 


you, Senator Fogo. 
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THE CHAIRMAN: Are there any other guestions? 

MR. O'DONNELL: Tf have just a few, my lord. 

THE WITNESS: Perhaps, if your lordship wishes, 
before Mr. Sinclair igs through, he asked me 2 question 
this morning about the maintenance of relationship be- 
tween transportction costs and other costs in 2 Given 
Smee Les 

THE CHAIRMAN: 9. In the production. 

A. In the production of a given article. 

I was unable to answer his question at the 
time, but I have a note about it that I would like to 
present at this time, ond it is that I would like to 
Suggest to the Board that the maintenance of the relction- 
Ship that he Suggested, namely, the relationship of the 
transportation cost to other costs in the total cost. of 
an article, would not necessarily be dependent on the 
cost of transportation. 

In other words, let us Say, between 1939 2nd 
1949 there might well be a variation in the percentage 
relationship between transport2tion and other costs, 
even if transportation costs remained the same. 

And, motdower pls variation in the percentage 
of transportation to other costs may be due ether to 
Q change in transportation costs alone, to a change in 
other costs alone, or to a combination of the two. 

So that I suggest thet the finding, as Suggested, of a 
same relationship existing in 1949, as existed =n 1939, 
would indicate nothing. 

MR. SINCLAIR: Q. Except that I coupled with 
that a comparison with another industry. 


A. Well, -- 


You have just taken your industry. 


Pre) 


A. You scid you were talking about our compony alone. 
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2. You said you did not have a comparison. So 
I said: Let me have it for your company, and let me 
See what I could do with it. TI had already requested 
it for, "Dosco", 

THE CHAIRMAN: The Board would, in trying to 
measure its rates by economic conditions and factors 
require constant Supervision, would it not? . 

A. I am afraid it would. 

I said I would make a statement about the 
costs, after lunch, and I would like to do so now with 
your permission. 

Q. Yes. 

A. Pirst of all. I would: like to say that, after 
consulting some of the officers of the company, I have 
ascertained from them that they do not believe thet the 
information which Mr. Sinclair asked for would be 
available for several reasons. 

One reason is that we do not know and could 
not obtain the transportation portion of the cost of 
a lot of the articles that we purchase. 

For example, we buy anywhere from 10,000,000 
to 15,000,000 gallons of fuel oil a year, which is sold 
tO us at Sault Ste. Marie, by one of the oil companies. 
So, to what extent the cost of that fuel oil is trans- 
portation, we have no way of knowing. 

Secondly, the same would be true of lubricating 
Oe ease’ which are large items, and which are pur- 
chased At Sault Ste. Marie at delivered, pri¢ges, 
part of which would be transportation. 

Thirdly, we purchase large quantities of coal 
in the United States at various points not at the mines, 
and the price at the points where we purchase would 


involve some transportation which had accrued before our 
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purchase. And that would be 2lso true of iron ore 

at points such 2s Duluth and Marquette, which 2re Lrke 
Superior points, where ore is produced, and there is 
already transportation in the item. 

SimLloirlv., An the purchase of machine parts 
and stock, alloys 2nd the like; a good many of these 
are purchased at delivered prices ct Sault Ste. Liew sa how 
SO we would not have the true information thot Mr.Sinclair 
asked for. 

MR. SINCLAIR: Q. Now, that is on the first 
point. The second point is, before you leave that: may 
i ask you one question. Have your policies in that 
regard changed between 1939 and 1949 

i |) VO. some extent, yes. 

i They have; and you could not weight them in any 
way, to assist me? 

A. They change from year to year, as 2 matter of 
LACT. 

O, Your company's stetistical staff cotiid not 
weight them to assist me, and let me have that informe- 
tion? 

; Dweeiuey cell me not... Mr. Sinelair. 

The second point is that the transportation 
element in the plant is not the same as it was in 1939. 
That is to s2y, the arrangement of our plant has been 
changed in that time. 

If you are talking about laid-down costs of 
materials at Sault Ste. Marie, as distinct from the 
open-herrth or blast furnaces or mills, we have to have 
an item of transportation from the stock pile to the 
place where the material is going to be used. 

That has changed very substantially in the 


last ten years, by erection of new plants; Ind © change 
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in the railway system in the plant -- there has been 
a substantial changed condition as against 1939. 

Q. Well then, Senator Fogo, would you have any 
difficulty giving me the percentage of transportation 
costs to selling price or laid down cost, taking only 

for transportation cost the movement from the plant 
to the selling point? 

Aig YOR yrenox 

Y. Well, would you do that? 

A. From the plant to the selling pointe) im 1939 
as compared to -- 

Qa. Tomioror, 

A. Oh, we could do that... Then you drop the other 
thing? 

2. I drop it because you say it is Siosonpite 

A. I might add that we are not using the same raw 
materials as we did in 1939, nor the same proportion of 
raw materials. And in No. 4 we are not uSing the some 
process we were using in 1939. 

Today we are using the Bessemer process in 
addition to the open hearth, which we were not using 
in 1939, in order to meet the scarcity of scrap, a 
Situation which developed a few years ago, and the dif- 
ficulty of obtaining scrap. 

As far as we were concerned, we had to advert 
to a Bessemer process, in order to keep our plant going. 
So that the processes and the quantities of raw material 
which we would be using in 1949, as compared to 1939, 


would be quite different. 
Q. And your statistical staff does not think that 
they could make a rapid calculation, taking these factors 


into account, and let me have the transportation factors? 


A. No. That is the situation. And if you got them, 
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for the reasons I have Suggested, they would not be 
of much assistance to you. 

THE CHAIRMAN: Mr. Sinclair, in order that 
we may understand your nose ted better, if we were to 
assume, or to take for granted that cost of production 
of a given article is less at Sault Ste. Merie than it 
is at Hamilton, and that to effect the freight rates on 
getting 2 product to the common market, would you say 
that the Sault Ste. Marie manufacturer should pey higher 
freight rates, because his cost of production is less 
than at Hamilton? 

MR. SINCLAIR: No, my lord. What I am saying 
is that the efficiency of plant A, as compared to plent B 
is not 2 factor, either in determining the reasoncbleness 
of a freight rate -- that is, depending on other factors. 
What I am saying is that, in determining the frirness of 
horizontal increases, or determining whether horizontal 
increases do adversely affect the competitive position 
of plant A as against plant B, that that can be demon- 
strated by looking at the percentage of transportation 
costs to total costs as between the two plants. 

THE CHAIRMAN: Then you do say that in that 
case the cost. of production is a factor? 

MR. SINCLAIR: Because they are competitive, 
I want to see whether their competitive position has 
been changed by 2 horizontal increase. 

THE CHAIRMAN: Suppose it has not been changed. 
Would not the question still be: whether it ought not 


to be changed? 
MR. SINCLAIR: .- Oh, ro. 


THE CHAIRMAN: According to the figures in this 


document we are examining today, they are the. results of 
recent horizontal increases, and they have widened the 
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difference between these respective shippers, according 


to their distance from 2 common market. Isn't thrt right 


3 


in dollars and cents? 

MR. SINCLAIR: Quite SO. 

THE CHAIRMAN: Now, then, how can you -- and I 
am not saying this sto justify; I am not expressing any 
opinion at all about i¢ L- but I sey: How con you 2rrive 
then by saying: now we are going into the cost of pro- 
duction; we would not, otherwise, but now we must. 

How does that factor arise? Was it the adif- 
ference between the dollars end cents? 

Now they say that by using this old method of 
increase, that difference igs increased. 

Assuming more dollars and cents, they say we 
admit there must be a difference and we are further away. 
We must pay more freight. But we say that the difference, 
the measure of the difference ought not to be increased. 

Then, you say: you are trying to justify that 
sOrveot increase by, for the first time, going into the 
COs’ Of production. Isn't that so? 

MR. SINCLAIR: Well, my lord, I am Sorry... If 
is quite obvious that I have not made my position clear 
to your lordship, because that is not what I Sa ~ 

THE CHAIRMAN: I am anxious to have it clear. 


MR. SINCLAIR: Yes. 


(Page 8105 follows) 
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MR. SINCLAIR: What I understand the testimony has 
in mind, is that the probitive value is that because 
the spread in cents becomes greater on horizontal in- 
erease, and on that reason alore, therefore, their, com- 
petitive position is worsened. Now, that is their 
position, as I understand it. 

THE CHAIRMAN: On'the face of vit «ic ete. 

MR. SINCLAIR: I say that that might be prima facie 
right, but I answer that by saying that that does not 
follow if we are in an inflationary period and transporta- 
tion costs , which is only one factor in the case, has 
not increased greater than the percentage increase of 
other costs and on a comparison percentage-wise of 
transportation to total cost, Plan A versus Plan B, 

THE WITNESS: We have not said, my lord, that that 
is the only respect in which our position has been wor- 
Senedd, 

Q. With what respect? 

A. We could also say that our position has been 
worsened in the obtaining of raw materials which enter 
into our production because the freight rates have increased 
on those as well, snd where there is 8 comparative position, 
that comparative position has been worsened. That is very 
substantially a matter of freight rates in the United 
States. 

THE CHAIRMAN: Yes, but according to your cost of 
production? 

A. All I was saying was that there were other things 
that we had not brought forward too. 

MR. SINCLAIR: .I had finished, my lord. 

THE CHAIRMAN: Anykody else? 

MR. O'DONNELL: Senetor Fogo, in so far as Exhibit 1141 


is concerned and the representations made therein, I 
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understand that is Substantially similer to the brief which 
you have presented in Montreal to the Bosrd of Transport 
Commissioners in the 30% Case? 

THE CHAIRMAN: Yoy understand what? 

MR. O'DONNELL: 1f understand that the brief which has 
been filed here as Exhlibit 114 is Substantially the game 
as that which you presented to the Board of Transport 
Commissioners in Montreal in June 19489 

A. Very much the Same - Substantially the same, 

Mr. O'Donnell. 

Q. And that you were examined st some length in 
connection with the various matters in the brief at that 
time and that the import of that exemination will be found 
in the transcript in the 30% Case and I do not therefore need 
to go over it, 

there 

A. AS a matter of fact I was not but there was a 
witness who was, 

Q. You mesn an Algoma Steel Company representative? 

A. Yes, 

Q. So I won't take time but will refer the Board to 
the transcript in the 30% Cese. Now the figures, Senator 
Fogo, which are set out at page 11 of Exhibit L155 tne 
tonnage figures of total shipments which you give, those 
figures of representative articles are the 1947 figures? 

A. That is correct, 

Q. It would not be too much trouble, I hope, for you 
to get the figures concerning the 1948 shipments? 

As No, 

Q. They have held up very well, I understand? 

A. Yes, I think that is true, 

Q. And in fact I would assume that they were quite in 
excess in some instances of the shipments shown for 1947? 

A. I am not sure that these particular products would, 


Mr. O'Donnell, However, the production of the plant has held 
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up extremely well, 

Q. In any event, you would be good enoaae to get those? 

Pe, wes, That-ia8 on page 11? 

Q. Yes, 

A, You want the totals or to the particular points? 

Q. Well, if you set them out in the same way I have 
no objection, If you just give me the tonnag@? shipments 
that would Suffice, but if you wish to make a new page ll 
Showing the 1948 figures in all cases, that would be 
acceptable, 

A. Right, 

Q. Now as I take it from reading your brief and from 
hearing what you said, you are not certain (that is,the 
Algoma Steel Company) is not certain as to exactly what 
the powers of the Board of Transport Commissioners are 
concerning the horizontal increase, for instance? 

A, That is correct. 

Q. On the other hand, as a matter of general principle, 
would you not agree that with a regulatory board such as 
the Board of Transport Commissioners, that it is advisable 
that they should have the widest possible powers, and that 
their exercise should not be fettered in any way? 

A. I think that is generally our position, 

Q. And my thought is that the provisions of Section 325 
(5) of the Railway Act give to the Board of Transport 
Commissioners exactly that type of power. It says, the 
part I am interested in: 

"Notwithstanding the provisions of Section three of this 

Act the powers given to the Board under this Act to 

fix, determine end enforce just and reasonable rates, 

and to change and alter rates as changing conditions or 

cost of transportation may from time to time require, 


shall not be limited or in any manner affected by the 
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provisions of any ect of the Parliament of C:nada -"' 
etc. 

A. I think our quarrel with it is that the Board in, 
shall we say, examining the just and reasonable rates, has 
refused to take into consideration certain factors which 
we think are relevant. 

Q. But you agree that in principle that is the kind 
of power such a Board should have? 

A. We have not gone so far, Mr, O'Donnell, as to say 
that the Board of Transport Commissioners Should be the 
managing or rate fixing body. I think our idea is that the 
Board of Transport Commissioners should regulate the rates 
by reviewing them snd supervi sing them much as they do 
today, except that they should take into consideration perhaps 
some of the factors that the railways take into consideration 
when they fix the rates. It is undoubtedly the case, I 
believe, that the railwoys themselves take into consideration 
the factors to which I have referred in this Submission, when 
they are considering the making of rates. I do not think the 
railways have denied that, but the BOard has not occupied 
the same position as the railways have, so that the railways, 
if you like, are weighing the economic factors and the rele- 
tative position of industries and to some extent controlling 
their destinies, while the Board of Transport Commissioners 
is not exercising any supervision over that aspect of the 
railway activity. 

Q. Do you suggest then that the just and reasonable 
rates which the Board must fix under the Act should be 
predicated upon an examination of the economic features of 
the competitive position of each company in any given 
industry? 

A, Theat may be a very large order but it is predicated 


on the Board having and obtaining the same sort of information 
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that the railways have used to build up those rates, 

Q- Well, stiould the fact, for instance, that one of 
the operators in the industry might have certain economic 
benefits as opposed to a competitor in the same industry 
be given weight too? | 

A. i think the distinction can be made between factors 
Such as cost of production as distinct from location on the 
railway line or location in respect of the market. Take 
our case for example. I would not suggest that rail rates 
should be utilized to make up the difference between our 
costs of production and the those of Hemilton, although 
Hamilton may well be considerably lower, and we believe they 
ere, or of Sydney, But I believe that the railways have 
considered the matters of our location and the location of 
Sydney in fixing freight rates in relation to our ability 
to provide traffic to get into the Montreal market say. I 
think thet the Board of Transport Commissioners should have 
power to consider, or should consider that same thing, that 
they shovld consider our ability to sell iron and steel under 
existing freight rates to say the Cenadian Market as we have 
deseribed it. 

THE CHAIRMAN: How would your ability be measured? 

How would they ascertain your ability to seli? 

A, Perhaps I should say in so far as freight rates were 
concerned, my lord. That is, they should not in 3 negative 
way by the adjustment of freight rates prevent us from getting 
in there if we can get in otherwise, 

MR, O'DONNELL: Well, should the Board, for instance, 
take into consideration the distance you may have to transport 
your raw materials in the first instance as opposed to the 
distance which your competitor hes to transport his? 

A. I rather think not. 


Q. In other words, you would retain whatever economic 
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advantage you might heve in that respect and not wish 
that to be examined in the overall examination of your 
advantege or disadvantage? 

A. I do not think there would be any objection, Mr 
O'Donnell, to the Board examining that feature of our 
cost. 

THE CHAIRMAN: The question is, should the Board be 
obliged to do go? 

A. Yes, I understand that, 

Q. You see, you cannot avoid that. As soon as you use 
the word "ability" that comes in. We are trying to get 
out of the difficulty. All we can do is recommend that 
the Railway Act be amended in certain perticulars in order 
to provide guidance to the Board. Guidance to the Board, 
you see, You have to get your amendments down to specific 
words. Of course, I need not tell you how important 
it is not to make 9 mistake in the wording. Now the Board 
hes said many times and I have one right before me, they 
sey it is not the Board's duty as relegated by Parliament 
to make rates to develop business but to deal with the 
reasonableness of rates. I have no doubt they have in 
mind the reasonableness of rates imposed on shippers. 

Thet means of course, shippers who are shipping a product 
originating in Canada. Isn't thet right? 

A, Well, the Board has often said, my lord, that mileage 
is not the only fact to be considered. 

Q. They do not say that here, 

Be No.but certainly the present rate structure does 
not depend on mileage alone but we sre dealing with oan 
existing rate structure and certain changes in it which 
would be made from time to time. We ore not starting 
entirely from scratch and we have this situation, that an 


industry is in existence and is in fact able to sell products 
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in a given market at the particulsr time. Now our 
suggestion is that the increases of freight rates ought 
to be tempered --reculetion of freight rates -«ought 

to be tempered in such 3 way as to wt take people out 
of their market in comparison with their competitors. 

Q. Well, how would you express that in legislation?Would 
you undertake that? 

Ae No, I think that’ ig °an extremely difficult thine. 

Q. I think you go this far, that you do not think 
that horizontal increases should be allowed, Did you say 
that? 

A. In cases such as this, certainly. 

Q. But who is going to decide on which side of the line 
@.given case’ would fall? That ts ithe trouble, 

A. I suppose the term "horizontal increase" les now 
acquired a meaning to mean percentage increase as distinct 
from your horizontal increases by flat amounts or increases 
by flat amounts. I should think that from what I have 
heard of the discussion on horizontal increases that 
generally speaking the same thing can be accomplished by 
the use of flat amounts of increase in dollars and cents, 
md the adjustment of them in respect of basic commodities. 

Q. So would you sey then, in your given case, that before 
this last increase the difference to get your product to 
8 certain market and to get a products from Hamilton to 
the same market, was so many dollars and so many cents and 
that it should remain that way? 

A. No, we do not say that. What we said, my lord, in 
the 30% Case was that the increase on iron and steel products 
should be limited to 4¢ per hundred pounds which was 80¢ 


per ton. 


Q. Is thet a maximum limité 
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Se ee Senator J.G.Fogo, cr-ex, 


A. That would be the maximum limit, and that was 
following the practice that had been adopted in the 
United States in respect of iron and steel and some other 
primary commodities which were of low value, heavy pro- 
ducts, in which the--- 

Q. Do you particularize those things in your sub- 
mission? 

A. Yes, my lord; they are at--- 

Q. Well, we will find them. 

A. I will just give you the reference.) -l- think 
they are set out, my lord, in the letter of January 28, 
1949, from our company to the Secretary of the Board of 
Transport Commissioners. 

MR.) Fe D. SMITH: Exhipigeii7. 

THE WITNESS: Then it is in Exhibit 117. 

THE CHAITRMAN:Q@. The one that we had this morning? 
A. At page 6, yes, my lord, 

Q. What does that letter say? 

A. In this respect a because it is quite a long 
jetter -- it says: 

"The second recommendation of Algoma was that 
any increases on rates on iron and steel products 
should be subject to a maximum limitation of 4 cents 
per 100 lbs. This was in line with the express terms 
of the Petition of United States Railroads to the 
Interstate Commerce Commission in Ex Parte 162, and a 
relevant quotation from that Petition was included 
in the Algoma brief at page 4. In their answer the 
Railways failed to mention specifically that the 
Interstate Commerce Commission in Ex Parte 162 
accepted the principle of limitation of increases on 
such products and that whereas the general increase 


was 20%, a limit of 10 cents per 100 lbs. but not in 
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~ BlIG— Senator F.G.Fogo, cr-ex, 


excess of $2.00 per ton was imposed (vide decision 
Ex Parte 162), 

"A further examination of the tariffs published 
by United States Lines by authority of the Interstate 
Commerce Commission shows that the Commission adopted 
the principle of applying maximum limitations not 
only in the case of iron and steel products but also 
to asphalt, brick and building tile, building ood 
work and millwork, cement, cotton, fertilizer, cer- 
tain food products and fresh fruits, lime, lumber, 
olls, ore and sinter, plaster, salt and salt Cake, 
tar and pitch, and many other products in Tenarieae 


carload rates," 
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= S117 = Senator J.G.Fogo, cr-ex, 


THE CHAIRMAN: Q, is there anything to prevent 
the Board to-day applying that same process? 

As JL think not. 

2. Then would you go so far as to say ata st 

A. Except the Board's disposition. 

Q. ---it should have been made obligatory on them to 
apply them -- always remembering that amendments to the 
Act are suggested? 

A. Well, of course, one recognizes the danger of 
attempting to lay djown a Specific direction in respect of 
a specific commodity to a regulatory Board; but I belicve 
that in dealing with basic commodities the Board might well 
be directed by statute to apply increases or apply limita- 
tions to increases say when you get beyond a certain number 
of miles na someone has suggested 400 miles, in long hauls 
of basic commodities Say over 400 miles -- that some limit- 
ation to the horizontal percentage basis might be applied. 
That is in reality what has been Suggested. Whether you 
could do that by specific--- 

Q. Whether that could be put properly into a statute 
or not is a question; you say you do not see why it might 
not be done? 

A. It is difficult, but I think it could be done, my 
lord, 

Q@. Your suggestion is that rates should be set 
according to such a method? 

A. Yes, I think the method appears to have worked in 
the United States, where conditions are in many respects 
the same, 


THE CHAIRMAN: I do not think we have been 


wasting time, Mr. O'Donnell. 
MR O'DONNELL: No, not at all; I am sure you have 
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- ea Senator J.G.Fogo, cr-ex. 


COMMISSIONER ANGUS: Q. May I ask a question, 
senator Fogo? 

iy Aes. 

Q.- Would you leave the extent of the maxima to the 
judgment of the Board? | 

A. I think you would have to. 

Q. Realizing that if you make the maxima high 
enough you approximate to a percentage increase? 

Ae. Oh, Of course, 

Q. I mean, a regulation would not have much more 
than the value of an exhortation? 

Ae Well, if*you go to the other extreme, and say 
you must equalize any increase as between competing con- 
cerns, you are driven into a position where the man who is 
close to the market may have to absorb an increase which 
is unreasonable, and by adopting a middle course by means 
of limitation or by some such formula you do distribute 
the burden in a different manner and thereby preserve to 
a degree the competitive relationship. Now, I should 
think that the place of imposition of the limitation 
would depend on the location of the competing units and 
the distances between them and the distances of such units 
from the common market. 

MR O'DONNELL: Q. I take it that you concede, 
Senator Fogo, that in certain cases the Board should have 
the right to impose horizontal increases if it were felt 
that was the proper way to provide for an increase? 

A. Well, I do not want to be in the position of 
condemning horizontal increases in one breath and approving 


them in another. 


Q. As a matter of practical handling of the sSitua- 
tion, you realize that there are millions and millions of 


rates in the various tariffs which are on file, and that 
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~ 8119 - Senator J.G.Fogo, cr-ex, 


railways in any given instance might need additional 
revenue by reascen of increased costs of operation and 
other matters, and it is possible, as the Board said, that 


is ; 
that/the only practical way to handle the over-all picture, 


Epo ab TO ? 
A. I can see many cases where there would be 
no objection to the application of horizontal increases. 

Q. Then don't we get back to what the Chairman 
Suggested, that somebody, some Board or some judge, must 
determine in which case the horizontal increase is the 
method to handle it and in which case it should be handled 
in some other way, whether by way of a flat increase as 
you suggest in cents per hundred pounds or otherwise? 
Somebody has got to decide that? 

A. Well, the railways decide it now, do they not? 

Q. Subject to control by the Board of Transport Com- 
missioners. 

A. I agree with you, that should be the concern of 
someone other than the carriers themselves, 

Q. And should not that someone have the broadest 
powers of dealing with the proposition? That is why I 
read to you the extract from subsection 5 of section 325, 
containing the powers under the law at the present time, 
which, incidentally, have been interpreted by the Supreme 
Court of Canada in the case of the Government of Alberta 
v. Canadian National Railways, 1931 S.C.R. 656, at page 
668, where the Chief Justice said that those were powers 
of the most sweeping character. Isn't that the best way 
to handle this very intricate, difficult matter, to leave 
it in the hands of a Board, whose judgment and discretion 
must be relied upon in the final analysis, Subject to 
whatever appeal is provided for by the Act? 

THE CHAIRMAN: What case is that? 


th 


ys 


re 


ay 


nee 


ed ; 4 f 3 
Arh Page ee os ee Tits esi 


Bate. 
eo Nas 


gate 
Phy Aad. 


oe 


aS 


, Ts) ; 

acd: Ste mt 

Orr : NG, oF i # BD) 
reat 5 Toad 

lay” ne ae 

Maha 

melted. 


ates os , i Ly : 
; oe fic - * y rr oe : 
‘gnQTOny la Oaasey Ye emaeeem @ 


<2) 

os 

+. 
felt 


ty 
wi * | 


‘1 ve as ; 7 ’ 7 vy wa a, 
Besar? eld « Hoe ot : 


"eo 
4 


; 
' 


- 8120 - Senator J.G.Fogo, cr-ex, 


MR O'DONNELL: That is the Government of 
Alberta, my. lord, v. Canadian National Railways, 1931 
Supreme Court Reports, page 656, at page 668, in the 
Judgment of Mr. Justice Rinfret, as he was then, where he 
characterizes that section es containing powers of the 
most sweeping character, 

THE WITNESS: That is a general statement, 
Powers of a sweeping character may not go far enough, Mr. 
O'Donnell. I am suggesting that there should be an exam- 
ination of the powers of the Board to make sure that they 
do have the power to do the thing that we are complaining 


about. 


MR O'DONNELL: Q, Then you may remember, Senator, 
that during the 30% case the very question of the right of 
the Board of Transport Commissioners to grant horizontal 
increases was made the subject of an application to the 
Supreme Court of Canada for leave to appeal, and Mr. 
Justice Kerwin refused the leave to appeal, holding that 
the Board had the powers such as I have just indicated 
to you, and that it could entertain an application for a 
horizontal increase? 

A. I have not questioned that for a moment. I mean, 
it has not been--- 

Q@. And as a matter of fact we note that in both 
the judgments -- in the 30% case, which resulted in a 
21% increase, and in the 20% case, which resulted in a 
judgment for an 8% increase ian the Board used both 
methods, the horizontal incremse percentagewlse and the 
flat increase of so many cents per pound in the case of 
coal? 

A. You mean in respect of coal. 


MR FRAWLEY: The railway’s asked it. 
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MR O'DONNELL: Well, the railways asked for it, 
but the Board could have handled the whole thing. It had 
the most sweeping powers, and it saw fit to make use of 
both types of increase, both the horizontal percentage 
increase and the increase in cents per ton. You «will 
remember, my lord, that in the 21% case, in so far as 
rates on coal and coke were concerned, they were authorized 
to be increased 25 cents per ton in the 21% case, and in 
the 20% case rates on coal and coke may be increased 8 
cents per ton for either Single or joint line hauls, so 
that the Board has no doubt, in my respectful submission, 
my lord, as to what its powers are; if uses both, .as the 
case may be. 

Q. Now, in your case, or the case of the Algoma 
Steel Company, Senator, your company did not, as I ender 
Stand it, see fit to avail itself of what I term the 
invitation of the Board of Transport Commissioners as con- 
veyed to all persons interested in the judgment which it 
rendered in the 21% case to attend upon it at some later 
date and put its particular problem before the Board for 
adjustment in case an adjustment might be justifiable? You 
will remember that at page 65 of the 21% case judgment, as 
well as at page 46, where the horizontal increase, straight 
percentage increase as it is there called, is referred to, 
the learned Chief Commissioner at that time said, referring 
to the strong exception which had been taken to the grant- 
ing of a straight percentage increase--- 

A. Did you say 65? 

Q. Yes, of the 21% case, at about the middle of the 
page -- the third paragraph: 

"While there are a number of individual cases 

where discrimination in rates is alleged to exist and 


it may be that some of these require special and 
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Separate consideration, on another occasion, But 

they do not seem to be go outstanding as to require 

Separate treatment in a case of this nature," 
The judgment suggests that anyone who is adversely 
affected should return to the Board for an adjustment. 
Now, is not that the best way to leave the matter? If 
your company, as a result of a horizontal increase, Te 
adversely affected, under the law as I understand it and 
under the invitation which the Board conveyed to anyone 
adversely affected, you may return to the Board, put your 
facts and figures before the Board, and ask for an adjust- 
ment of the order as made. Is not that the practical way 
to handle this very complicated, intricate and miata 
reaching type of legislation concerning rates? 

Me win my opinion, no. 

Q. Well, that is fair enough. 

A. I do not see why we should be called upon to come 
back, Mr. O'Donnell, when a matter is before the Board 
and they are seized of it, why they should not deal with 
it in the first instance, as they did with your request 
in the matter of coal, which was exactly similer to our 
request in the matter of iron and steel. They considered 
your request for a flat limitation on the increase on coal, 
and they granted it; they did not deal with iron and steel 
products in the same way, and that is our complaint, 

Q. Because possibly you did not put before the Board 
the information which was necesaary for the Board to deal 


with your case? 


A. Well, perhaps because we have not found out what 


that. is. 
THE CHAIRMAN: Did not this company apply to the 


Board? 


MR O'DONNELL: They appeared before the Board, 
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my lord, that is right, before the Board rendered its 
Judgment, but I am Speaking of the invitation which is 
contained in the judgment itself, to return before the 
Board and put their particular case in sufficient detail 
for the Board to deal with it. 

THE WITNESS: Yes, but it was not Suggested to 
us, Mr. O'Donnell, that we had not submitted sufficient 
information before the Board, and counsel for the railways 
never suggested that we had failed to give all the necessary 
information, 

MR O'DONNELL: Q. But when you got the judgment, 
Senator Fogo, or when Algoma Steel got the judgment, it saw 
that its case had not been made the subject of any excep- 
tion? 

hal paulte . 

Q. And would not that have been the time to accept 
the invitation of the Board and return for the adjustment 
which would be forthcoming, as I understand it, in the 
event that you could make out a case? 

A. Well, there were two or three things that had a 
bearing on that. One was that there was an appeal from 
the 21% case; two was that there was a general freight rate 
investigation ordered, under either of which we might have 
POU Proeltet. 

og. Yes? 

A. And three, we anticipated there might be a Royal 
Commission which might help to clarify the situation. 

Q. And four? 

A. And four, to be frank with you, I only discovered 
‘very recently that that invitation, as you call it, is 
there, since this matter has been under discussion. 

Q. Well, that is quite the way I thought it might be. 


THE CHAIRMAN: Q. What did you say you only dis- 
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covered recently? 

A. Only disvouerad Shall I say in the last week, my 
Lord, that, the invitation, as Mr. O'Donnell calls 5 he ae I 
there. I read somewhere where Something was suggested | 
that three people had taken advantage of this, and that 
Algoma Steel was one of them and the other was Dosco and a 
lumber company, and I take it that our acceptance of the 
invitation was the filing of this brief in the general 
freight rates application, so far as I can cinch OA Ree Rak Ley 9 Ba & 
know. To be frank, I doubt if it is well knowm that the 
invitation to cure injustices that you refer to is in that 
judgment. 

MR O'DONNELL: Well, as I read it, anyone who 
reads English will see it there, 

THE WITNESS: I agree, 

MR O'DONNELL: Q. And I take it you did not 
realize that the Jaw was.as broad as it is and as all- 
HeneraGcioat as) Tt-1s8? 

A. That may be so. 

Q. That being the case, would not that handle your--- 

THE CHAIRMAN: I was going to ask, Mr. O'Donnell, 
for the reference to that decision of Mr. Justice Kerwin's. 

MR O'DONNELL: My lord, I will have to get that; 
Tiwitl be glad to get it. Lam told 1¢ was O61 CeR Gs Fe 
was just at the outset of the hearings in the 30% case. 

I will be glad to get a copy of it, my lord, 

Q. Iwas just going to suggest to you, Senator Fogo, 
that if the law is as broad as I suggest it is, and if 
you have under the law as it now stands the recourse which 
I think is there, to go to the Board of Transport Commis- 
sioners and make your case, showing how the percentage in- 
creaSe adversely affects your particular company in its 


particular industry, that would be sufficient for what you 
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have in mind? 

A. In other words, you are Suggesting we should not 
be, here; is that+1+9 

Q. No, I am not suggesting that; you are entitled to 
De Heves but. am Simply saying that if the Commission 
came to the conclusion that the law is as I think it is 
in section 325(5), and as a result of the various inter- 
pretations of the Act both by the Supreme Court and by 
the Board itself, you might not be here as a matter of 
fact but might be ultimately before the Board of Transport 
Commissioners? 

Aw is. notrithe situation. this. —- 4 war going to say 
you are put in the position of going back to ask a Board 
for something and the Board has already decided the con- 
trary; despite the qualification, they have actually im- 
posed the increase on the percentage basis, and you are 
coming in after the event asking the Board to that extent 
to reverse itself. Then, moreover, in the 8% decision 
there is something else held out, you might say to us:;( in 
the paragraph on page 11 under horizontal increases; it is 
Suggested that some relief may be accorded under a general 
freight rate investigation too. 

Q. But there is nothing to prevent you from going 
immediately with your case and saying, "Here, we are 
directly affected, and we want our case to be heard on its 
®wn merits"? 

A. I do not know that the Board would hear it at 
this stage. 

@. Well, the good book says, ask and you shall re- 


ceive. 


a 


A Well, there are & good many things pending before 


that Board at the moment. 
MR O'DONNELL: You see, my lord, at page 46 of 
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the Board's judgment in the 214 case, under the heading 
"Straight Percentage Increase", it says: 

"On behalf of a number of the respondents in 
this case it is submitted that a straight percentage 
increase in freight rates would restrict the distance 
to which some goods could be marketed in competition 
with competitors located a shorter distance from the 
same markets," 

Then it goes on to mention some of the representations 

which were made. Then: 
"This general statement was not supported by any 
evidence with respect to actual traffic movements. 
To what extent shippers' markets would be actually 
restricted is, I think, unpredictable. There is 
nothing on the Board's records to show what the 
Situation was with respect to that feature follewing 
the general increase in rates authorized in 1918 and 
1920." 

And then further on the remarks to which I have already 


referred, 


(Page 8127 follows) 
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THE CHAIRMAN: They are talking of something 
which is unpredictable. Doesn't that mean: we should 
wait and see how this increase works out, and then come 
pack? , 

MR. O'DONNELL: That is quite true. 

THE CHAIRMAN: But that is not what they say. 
They talk about something not being predictable when they 
say "come back after the working out has developed." 

MR. O'DONNELL: In my respectful View, at 
page 65 they envisaged the possibility that there may be, 
my lord, some discrimination which may need adjustment, 
because in a number of cases where discrimination in 
rates may be alleged, it may be that some cases would 
require special examination under special occnsions. 

THE CHAIRMAN: Why don't they deal with them? 

MR. O'DONNELL: The Board was faced with on 
application to increase all the rates and tariffs, and 
that meant millions and millions of rates. So the only 
practical way to grant relief to the railways, which the 
railways contended they needed, was to handle it in this 
way: to leave it to those who might be affected 
adversely, the right to make a special application. 

THE WITNESS: We could not, at that stage, 
supply any evidence of what this increase had done to us, 
because this oe cace was in the offing. But we did show 
the calculated effect af ts 

MR. O'DONNELL: Q. But the day after the 
increase was put into effect, and you knew that it was 


actually a 21 per cent increase, your accountants could 


have determined what the increase would mean on your 
shipments for the year and how you would be affected 
edversely. 
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2. And that woulda put you in a position to return 
and make epplication, which the law allows you to make? 

A. TI have already explained that we did not do it. 

Q. I know. Now, in respect to ex-parte 162, the 
I.C.C. judgment, my lord, as I understand 162 from the 
Way fread it, percentage increases were granted from a 
20 per cent increase So that the restriction in the 
case of iron, pig iron, and so on, was 20 per cent, 
Subject to a maxima of 200 tons. i They did Randle it 
oi “che basis ‘of a percentage increase; but they did 
limit the amount of the increase to so many dollars per 
ton. 

We have the evidence of our own board con- 
Sidering that it did have similar powers, because, in 
these two judgments, the 21 per cent and the 20 per cent 
Judgment, they actually give evidence of operating under 
both forms of relief, either a straight percentage in- 
Crease, or an increase in cents per hundred pounds, as 
foe une Gase of coal. 

THE CHAIRMAN: You are on Alberta cool now, 
are you" not? 

MR. O'DONNELL: In coal. 

THE CHAIRMAN: We heard complaints about that 
in Saskatchewan. 

MR. O'DONNELL: But, on the other hand, my 
Submission is that the Board has the widest and broadest 
power to handle it; and to control just and reasonable 
rates. But somebody has to decide, fingiiv. anid’ is 
vested with the power to do one or the other, or a com- 
bination of one and the other. I don't want to take up 
too much time. 

ie you bare mentioned, Senator Fogo, that you 


thought the Board should have power to review the’ business 
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effects of rate changes on competitors. Is my note 
right, there? 

hy, “LOO. not yecall using that expression. 

Q. I understood you to use the words "business 
effects". 

THE CHAIRMAN: Q. Isn't that a thing they 
would have before them from the outset? That is to Bay, 
they are asked to provide a horizontal increase of o 
certain percentage. Cannot your firm, for instance, 
show right away how that would affect your rating on 
your goods to Montreal, and the Hamilton firm, in the 


same way? 


MR. O'DONNELL: Yes. That is right. But the 
business effects, do they take into consider2tion the 


over-all picture of your own particular company, using 


the figures as to where it gets its raw materials, and 
the cost of those raw materials, and relate that to 
the sale and delivery to 2 given point of the finished 
DrOGUCT? 

A. It does, in a way, because we are dealing with 
freight rates on our commodities. In that sense that 
was the application, or 2 general application which 
applied to not only everything we made and sold, but to 
everything we bought. So the effect, if it was adverse, 
wes adverse in both fields. 

THE CHAIRMAN: Would it be adverse to you on 


what you bought, and it would increase your burden; but 


would it be higher than what the people at Hamilton would 
have to pay, and the people in Sydney, depending on where 
it was coming from? 


A. Not necessarily. 
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Q. I understood you to Say that a great deal 


Cy 


of your ingredients came from the United St2tes? 

A. Both coal and ore. 

. And most of the transportation is paid by them 
Delores you buy /tt? 

A. Yes, a good deal of the transportation through 
the lakes. 

Q. Well; all right, goon; 

MR. O'DONNELL: Q. Dr. Innis asked you what 
proportion of your scrap came from the west. I don't 
think you gave a figure. You told us where some a eact 
came from; but could you give the proportions? 

A. I do not think I could give Ieyeeor Shits 
reason: that during the past few years, Scrap metal 
has been pretty tight, and we have been getting scrap 
wherever we could. But it has eased a goody deal. 

Our natural place to get scrap is in thot pers 
of Canada and the United States adjacent to us on the 
west, rather than on the east. I mean, we 2re nearer 
to northern Michigan and Wisconsin than we are to that 
part of Ontario in which scrap is produced. 

But at the same time, we were precluded from 
purchasing scrap in the United States at certain times, 
and we had to get it from the west coast. 

Q. But can you not give me any breakdown of the 


percentage at cost? 


d- 


A. Thet could easily be obtained and I think it 
might be a useful thing to have, because it would dis- 
close that our cost of obtaining scrap is very much 
higher than, at Hamilton, for.example. I mean, by 


virtue of transportation. 


For example, the Hamilton company and ourselves, 


we both buy quantities of scrap in Montreal. And <n the 
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transportation of that Scr2p from Hamilton to Montreoca 
or to Sault Ste. Marie, we pey three or four dollars more 
to move it to the Soo. 

Q. And in the case of your iron ore? 

A.) ABs’ oo Pon ore, I do not know where the Steel 
Company of Canada gets its ore, but I presume it is from 
somewhere around Lake Michigan. 

Q. <A considerably further distance than you would 
have to go? 

A. Well, the difference in freight is not very 
much, actually. 

Q. I think we went into thet in Montreal. 

Me Werle you did not, actually. But if you cre 
Going inte it 1t would be necessary to establish, from 
my plant, that our costs of transportation of row moterial 
are higher than those of the Hamilton company, On ore, 
coal, and scrap. 

THE CHAIRMAN: 9. Then you would not want to 
say that, consequently, the cost of the transportation of 
your finished product to the market ought to be lower‘ 

feo NOR ty Lord’ 

2. How far do you go? You must argue something 
from that? 

A. That was not set forth in the brief et 211, my 
lord. That is, no contention is meant or based on our 
cost of production. 

Assuming that’ we were on an equivalent basis 
with Hamilton and Sault Ste. Marie, we are asking that 
there should be some consideration in freight rates to 
allow us to get to markets, whatever handicaps we have 
by virtue of our location. 

ae That is, if you were handicapped by being 


further away from your source of supplies, and in having 
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to pay more rreigent to get your material? 

A. No, it is not that, my lord; we ere closer to 
iron ore. The transportation of our iron ore is slightly 
less than to Hamilton. 

MR. O'DONNELL: 4. Where is yours? 

A. Most of ours comes from the States, from Duluth, 
Marquette, plus some of our own, 

THE CHAIRMAN: Q., Whatever raw materiol you 
get from Montreal costs you more in freight rates thon 
it does the Hrmilton manufacturer? 

Be} YesrsroThay e'the counteracting element. 

Q@. What do you Say follows from that? What do you 
want done about it? 

A. We are not arguing from that. 

we ou YWust give 41t ag a4 fact, and you are not 
arguing. I thought you said all these things ought to 
be t2ken into consideration. 

A. The railway counsel attempted to set up that if 
we had 2 disadvantage in getting from Sault Ste. Marie 
to the market, then we had an offsetting advantage in 
the procurement of our raw materials, which would be more 
than sufficient, as I understood it, to offset any dis- 
edvantage chat was created against us in the matter of 
freight rates. 

Q. Either you think or you do not think that these 
matters should be taken into consideration in fixing the 
rates on freight which your company should pay to get 


your product to the market. Do you think that ought to 


be? Because, if it ought to be, then the Board would have 
Dowd CLE. 

MR. O'DONNELL: Q. Is not your company getting 
iron ore from 2 mine of its own? 


A. Yes. 
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Q. And where is that mine Situated? 

A. It is in the Algoma district, about 180 mile 
north of the Soo. 

COMMISSIONER INNIS: 2. That is a very 
expensive ore which is beneficiated? 

Ry YesooTs {sla haw grade ore which is beneficiated 
at the mine. As a motter of fact, we sell a good deal of 
it, and only use a comparatively small pert: OF 22 -cun- 
selves. It brings a premium in the States. 

MRs O'DONNELL: °°@..°-You Suggest, as I understend 


it, that geographic and economic conditions should be 


considered, and the shipper should be considered when 
freight rates are being fixed. Isn't that more or less 
equivalent to 2 consideration of the Shipper's ability 
to pay? 

A. No. I do not think so. You mean his ability 
to pay freight? 

Q. Yes. 

A. Well, I think that is right, yes. That Ley T 
thought that you meant “ability to pay" in the sense 
Of ability to make a profit. 

J. When you finish your steel, you fix a price on 
it, and that is your price? 

A. When we make a ton of steel, we have to make a 
price which will be acceptable in a certain market. 


Q And the buyer who wants it has to pay that price 


Ne 


for it; and I suppose you usually deal with people who 
can actually pay it? 


a XeS. 


Q And your price is based on the value of your 


product and the service which goes into it? 


A. Yes. 
a) Then why isn't that a fair way to fix the freight 
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rate, on the value of the Service which the railway 
companies give you, under the ceiling which is considered 
to be just and reasonable by the Board of Transport Com- 
missioners? Why should there be further need for regula- 
tion? 

A. I understand that if that were done, the freight 
on a ton of steel would be very much more than it is at 
present. 

2. Yes, because the Board -- 

A. I do not know very much about this subject, 
actually; but I understand that the rates on such com- 
modities as iron and steel, and low value commod:ties, 
do not carry an equitzble share of the cost of providing 
service, in that sense, that if we were laden with the 
actual cost of moving that ton of steel -- or if the 
consumer was -- then our freight rates would be very much 
higher than they are now. 

Q. And thet is why the Board, just in the first 
instance, fix a ceiling, beyond which the railways cannot 
£0? 

A. To regulate the manner in which the railways 
CCL LG. 

THE CHAIRMAN: Q. In any case, there would 
have to be a certain freight rate to carry these products 
from this plant at Sault Ste. Marie to Montreal. And, 
instead of your company, if there were five or six dif- 
ferent companies at Sault Ste. Marie all manufacturing 
the same product, but some of them with higher costs of 
production than others, they would, nevertheless, 211 
have to pay the same freight rates. 

A. Gertainly. I think that is the ditiieulrrvy 7 
have that you are asking me 2bout, going into the cost 


of production in 2a given company. I think you can only 
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go back to 2 point, then you get into consideration 
of: who is efficient and who is not. 

Q. And the next step would be: what difference 
does it make, or does it make 2 difference if these 
various companies, instead of dealing all with the one 
point, decal with different points? 

A. From our standpoint, the ideal thing would be 
that each of us pay the same amount to get to the market. 
Apparently that has to be tempered. 

Q@. There 18 a ceiling on rates? 

A. Yes, in a sense. 
¢ The natural way to do that would be to have a 
monopoly? 

A. Well -- 

CROSS-EXAMINATION BY MR. BARRY: 

MR. BARRY: Q. Is it not a fact, Senator Fogo, 
that you do disagree with the Board's present method of 
applying horizontal increases? 

Pie oe 1S COrrect. 

oo My learned friend, ‘Mr. O'Donneil, saenec sey 
was not proper to go back to the Board, on the ground 
of hardship, and argue. Isn't that the reason why you 
do not? The reason being that the Board seems to have 
precluded itself from considering the very things you 
are now complaining about, if not by its decisions, at 
least by the statement of some of the members of the 
Board, that they were not interested in the relevant 
positions? 

i Gk += 

MR. O'DONNELL: Q. But you said last week that 


they could? 


A No, I did not. I think, in a sense, wnat is 


-ie 


true, that the Board has indicated that they won't give 
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weight to the factors that are present in our case. 
MR. BARRY: Q. Two members of the Borra mede 
a statement to that effect, did eney not? 

A. I am not sufficiently familiar with their 
decision to say. But I believe that is correct. 

Q. The interpretation placed on Section 325, which 
was referred to by Mr. O'Donnell -- the interpretetion 
placed upon it by the Board is not wheat it appeers to 
be, from his reading of it. 


A. I think it undoubtedly accepted the view that 


the Boerd has put 2 narrow construction on thrt section, 
despite the statement by the court that the Bo2rd has 
very special powers. 
I do not thinkhere is any disagreement in 

the minds of the lawyers that I know on the fact that 
the Board has narrowed its powers. 

2. And you feel that there would be ono point in 
BOing back to the Board if that is their view? 

A. I won't say that, because we may have to go 


back. 
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MR, COVERT: Mr. Chairman, the next submission 
is that of the Federation of Automobile Dealer Associations 
of Canada. I understand that Mr. Frawley is going to 
present that. 

MR. FRAWLEY: My lord, I should perhaps explain why I 
am doing this. I am doing this because the two gentlemen 
who are here to present this brief carry on business in 
the City of Calgary, end purely as 2a courtesy to them I 
wish to assist them in every way possible. Mr. McCullough, 


Mr. Wilson, and Mr. McCutcheon, 


MR. BE, A. McCULLOUGH CALLED 
EXAMINED BY MR, FRAWLEY 

Q. Now, Mr. McCullough;you live where? 

A. I dive in Calgary, Alberta. 

Q. And you carry on business there ss an automobile 
distributor? 

A. An automobile dealer, yes. 

Q. How long have you been in that business, Mr. McCullough? 

A. Thirty-two years. 

Q. Now you sare also Chairman of the =. Board of the 
Committee of the Federation of Automobile Dealer Associations 
of Canada? 

A. Thst is so. 

Q@. And you have collaborated in the preparation of a brief 
addressed to this Commission? 


A, Yes, I have. 
Q. And you have also with you Mr. H. I. Wilson of Calgary? 


A. Yes, Past President of the F.A.D.A. 
Q. And you bring with you also a Mr. McCutcheon who 
assisted you in the preparation? 
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Q. Would you stand down for a minute I would like 


to put Mr. Wilson in the record, 


MR. H. I, WILSON CALLED 
EXAMINED BY MR. FRAWLEY 

Q. Mr. Wilson, you live in Calgary too? 

As Yes. 

Q. What is your business? 

A. Automobile dealer, 

Q.- Automobile dealer, and further you ere a Past Presic at 
in the Federation of Automobile Dealer Associations of 
Canada? 

fae ines 1s rignt. 

Q@. And you have assisted in the preparation of this brief 
and have come here from Calgary to support its presentation 
to the Commission? 


hae huao 1s right. 


MR. E.. A, MCCULLOUGH RECALLED 
EXAMINED BY MR. FRAWLEY 

Q@. All right, Mr. McCullough, will you proceed to put 
the brief into the record by reading it, or discussing the 


purport of it with the Commission? 
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SUBMISSION 
OF 
FEDERATION OF AUTOMOBILE DEALER ASSOCIATIONS OF CANADA 
to 
ROYAL COMMISSION ON TRANSPORTATION 


Mr. Chairman and Commissioners: 
Federation of Automobile Dealer Association of 


Cénada, consisting of spproximately 3000 dealer members from 


coast to coast in Canada, 


is pleased to have this opportunity of presenting to the 
Royal Commission on Transportation its views on an existing 
situation which it feels jeopardizes the economic existence 
of franchised dealers of automotive vehicles in various 
Sections of Canada, and which, 1f not righted, will not only 
cause havoc to those dealers, but will result in recognized 
carriers being denied revenue to which they are entitled for 
the transportation of sutomotive vehicles from Eastern 
Conada to the said sections of Conada,. 

We ask your Commission to record and consider the facts 
and views as outlined herein, and to assist in finding e way 
of overcoming the present Situation, which if not corrected 
will continue to react in an increasingly disastrous manner 
against the aforementioned franchised dealers and recognized 
carriers in favor of used car operators and others who in 
our opinion are definitely not entitled to the benefits 
which they sre st present enjoying: 

(a) Used car operators and others sre "roading" (ise; 
driving over the road) sutomobiles and trucks from 
points in Esstern Canada to other Canadian sections, 
and particularly to points in Western Cenada, 

(b) This procedure enables used car operators and others 
emesged in this practice to have vehicles "roaded" at 
@ cost appreciably lower than freight charges paid 


recognized carriers by franchised dealers, 
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(c) Recognized carriers are denied heulage of the vehicles 
end 

(b) Business is tseken away form franchised dealers, 

(e) We consider that Steps should be taken to eliminate 
the oforementioned unfeir practice in a manner which 
would allow vehicles to be Patina. by recognized 
carriers and handled by franchised dealers, to whom 
the business rightfully belongs, 

(f) We firmly believe that a remedy can be applied only 
by en adjustment in freight rates in a menner that would 
return transportation of the vehicles to recognized 
carriers, and which in turn would automatically result 
in business being handled by franchised dealers, 

We should st this point mention thst it is our 
intention to formally apply to the Cansdian Freight Association 
for adjustment in certain freight rates, which application 
will be accompanied by necessary facts and figures in support 
thereof. 

Freight rates on passenger sutomobiles are appreciably 
higher than cherged for transportation of trucks, and, 
igenerally speaking, it is our intention to request railways 
to reduce freight rates on passenger cers to the basis 
applicable to trucks. Records meintsined by dealers indicate 
beyond doubt that damage claims on passenger cars submitted 
to carriers do not exceed claims for damage to trucks. 

Tme practice of "roading" vehicles from Eestern Cenadea 
to other points in Cenede was instituted in 1946, and the 
number of vehicles "roaded" has increased each year, 

It hes bean estimated that between 5000 and 7000 
vehicles were "rosded" from Eastern Caneda to the Western 
Pro‘vinces in 1948, and thet between 6000 and 7000 vehicles 
have been "roaded" up to the present time in 1949 to the same 


Provinces, 
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The sbove figures will indicate the eee losses that 
are being suffered by recognized carriers and by franchised 
dealers through the ssia "roading" practicds followed by 
used car dealers and others, 

It hes been established that expense incurred by used 
car dealers and others in "roading" a vehicle from Esstern 
to Western Canads is lower by approximately $100.00 than the 
charge made by recognized carriers, 

Monufacturers have done everything in their power, 
in line with their contracts ond distribution, to eliminate 
this unfeir competition, but can do nothing further to stop 
practices being followed by used car operators and others in 
"roading" cars from Esstern Canada. 

Another feature that, we think, should be given serious 
consideration, concerning the unfair situation created by 
"roading" vehicles by used car operators and others, is the 
fact that while franchised dealers have huga amounts invested 
in buildings, stock, equipment, etc, the used car operator 
and others are in e position to conduct their business on 
relatively small outlays, 

Used car dealers and others follow various practices 
in "roading" vehicles for long distances. Sometimes drivers 
are flown to Eastern Canada; advertisements are placed in 
newspapers for drivers; it has been found that railway 
employees have even made use of railway passes to travel to 
Eastern Canada for purpose of returning with "roaded" vehicles - 
thereby actually taking business away from their regular 
employer; sat other times an automobile is despatched with 
a crew of drivers to Eastern Canada, the automobile then 


used to tow another vehicle over the rosd from Eastern 


Canada to destination, 


It might be stated here that while Railway Rates have 
been increased, the cost of "roading" vehicles has not 


increased to any extent. 
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Trucks sre often "piggy-backed" (i.e. one truck loaded 
on top of another truck); a pessenger car, by means of tow-bar, 
will tow another vehicle, meaning that two vehicles may be 
handled by one driver, 

Vehicles have been "roadeq" Singly and in caravans 
consisting up to 24 vehicles, 

Vehlicles ere "roaded"from Eastern Canada to Calgary in 
four and five days, as compared to railways taking seven snd 
eight days to transport sutomotive vehicles from Windsor to 
Calgary. 

As stated in earlier part of this Submission, we are 
strongly convinced that the only way in which the unfair 
practice of "roading" vehicles can be eliminated, thereby 
enabling traffic being transported in its entirety by recog- 
nized carriers, and avoiding what might easily result in 
utter chaos to franchised dealers, is by freight rates being 
adjusted on passenger cars, and in further Support of our 
contention in this respect, we offer the following reasons: 

(1) Automobiles and Trucks ere the only commodities 

that can be “roaded" for long distances entirely under 

their own power. This in our opinion constitutes 3 

real competition which must be faced by the recognized 

Carriers. 

(a) Roads have bean improved, since freight rates were 
established on automotive vehicles, to an extent that 

no difficulties are encountered in "roading" automobiles 

and trucks. Roads are kept open all year, This is 

another competitive festure that must be seriously 
considered by railways. \ 

(3) To offset freight rates charged by recognized carriers, 
large compenies operating fleets of vehicles (sutomobiles 
and trucks) will purchase vehicles in Eostern Canada 


and "rosda" same to destinations with their own driver. 
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(4) In esrlier years, st the freight rates then 


charged, it would not poy 3s used car dealer or 

others to travel to Eastern Canada and drive 

vehicles back to destinations, This situation has 
now bean entirely changed. Under present freight 
rates and road conditions, it is advantageous 

for the man on the street to travel to Eestern 

Caneda, purchase vehicle snd drive it back to his 

home, 

If no remedy is applied, by recognized carriers 
adjusting freight rates in the Menner ss suggested herein, 
franchised dealers, to protect their own interests, will 
Pe, torced to take other steps, As a matter of interest, 
some franchised dealers are at the present time negotist- 
ing for the movement of their passenger cars and trucks 
by means other than recognized carrliers,..and such 
dealers have signified their intention to complete the 
negotiations if no relief is forthcoming from recognized 
carriers, 

(Signed) E. A, McCULLOUGH, 
Chairman, Freight ‘Rote Committee, 
Federation of Automobile 
Deeler Associations of 


Canada, 


Dated at Toronto, Ontario, 
November 9, 1949, 
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Q. Have you anything to add, Mr. McCullough, to your 


memorandum? 


MR. COVERT: Now, Mr. McCullough, there is one thing thet 
I think perhaps is quite important and that is in effect 
you say that the only remedy to this situation which you 
allege exists,is lowered freight rates on cars, Is that 
right? 

A. Yes, that is 5 more equitable freight rate 
structure, yes, 

Q. Now at the bottom of page 2 you say "It has been 
established that expenses incurred by used car dealers end 
others in roading a vehicle from Bestern to Western Canada 
is lower by approximately one hundred dollars then the 

charge made by recognized carriers", Is that correct? 

fi. Yoo. 

@. That would mean then -- TI Suppose freight 
rates must be at least one hundred dollars lower in order 
to stop this practice? 

A, Well, not nessarily. The railroad has the advantage 
of shipping them out. They will deliver right to your 
warehouse and I think in the matter of safety and other 
features that the dealers generally are willing to pay the 
railroads more money than it would cost to ship them the 
other way. 

Q. I don't think you have answered my question 
Mr. McCullough, It seemed to me that if this practice saves 
about a hundred dollars it seems to suggest that the freight 
rate would have to be at least one hundred dollars per car 
lower in order to stop the p actice. You say that is not so? 

A. No, I say that is not so. 

Q. What would you estimate would be the decrease required? 


A. Well, I would assume that if freight rate was reduced, 
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say about fifty dollars on cars to the west it would meke 
a very great difference, 

Q.- Do you think it would stop the practice? 

A. It would stop most of Lt, yea. 

Q. Then in the last paragraph of your brief you say 
"If no remedy is applied by recognized carriers", that is 
if they do not lower their rates by somewhere between 
fifty and a hundred dollars per car, I take it, "That the 
franchised dealers to protect their interests will be 
forced to take other steps", What are these other steps? 

A. The other steps are that the deslers are naturally 
concerned about these drive-ins and dealers have been 
approached by people wanting to go into the business, by 
truckers, and the difference being what it is, they think 
that they can make money in that business. 

GoW Emsother words , there! Apparently a remedy other than 
the decrease in freight rates. Is that it? 

LiiAYes. 

Q. In other words, what they will do is to road the 
vehicles themselves or to hire trucks? 

A. There is the remedy that the vehicles can be roaded 
out there cheaper than they sre coming in by freight. 

Q. And do I understand the other remedy is possibly 


the use of trucks rather than rail cars? 


A. Trucks and groups of men driven down, five or six men 


to a car and bringing the cars and trucks out. 

Q. Now you do not suggest, I take it, Mr. McCullough 
that this Commission should say something like this that 
"ere the people shell not be allowed to road automobiles 
from the East to the West". You are not suggesting that 
they should make any recommendation like that? 


hy” No, 
Q@. What you are suggesting, I take it then, is that 
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they recommend that there should be a lower freight rate 
on automobiles? 

A. A lower freight rate on automobiles bringing the 
rate down to what the truck rate is. The automobile 
passenger rate is sbout 25% higher than the truck, and 
I do not see what the difference is. If the railways 
ean make money on trucks, they should be able to do so on 
automobiles, and the records show that the loss from 
damage on passenger cars is not go very much more than on 
trucks, 

Q. Have you taken this matter up with the Board of 


Transport Commissioners? 
fy No, 
Q. Because it does seem to me, Mp, McCullough, 


that this is e specific case that might be dealt with. I 
do not just quite see what recommendation this Commission 
could make, 

THE CHAIRMAN: Pardon me, Mr. Covert, has any 
application beenmadge to the railways themselves? 

A. No my lord, no application has been made. 

MR. COVERT: Your assocation has neither applied to 
the railways nor to the Railway Association or to the. 
Board of Transport Commissioners? 

As No, not yet. 

THE CHAIRMAN: I think there is something said about the 
Railway Association? 

A. We do propose to. 

Q. You mention this point "It is our intention to formally 
apply to the Rsilway Association for decrease of certain 
freight rates which application will be accompanied by the 
facts and figures" end so on and so forth. Did you? 


A. We do intend to apply anyway. We wanted this 


Board,my lord, - the situation is just serious enough that 


we felt that we could possibly get some recommendation 
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from the Roysl Commission because it is en economic 
problem in everything west of the Great Lakes and a 
Serious one. I talked to dealers et our -ederation 
meeting in Montreal, 8 lot of small dealers, and many 
of those dealers that are established in business are 
going to be put out of business by these operators that 
ere moving cars out there, storing them scross from 
their places of business, end just generally telling the 
public that they can sell them for less than the 
franchised dealer can, and it is pretty hard for the small 
dealer to combat that. 

CROSS EXAMINATION BY MR. 6'DONNELL 

MR. O'DONNELL: Are you speaking of new cars when you 
Speak of franchised deslers? 

ie (Yes, 

Q. Why can't the manufacturer protect you then? 

A, Well, that is a very difficult thing to do. 

Q. Will the manufacturer sell s new car at factory 
door to anyone who goes there? 

A. No, the manufacturer sells 3 car or truck to dealers 
say, throughout the Province of Ontario, If that desler 
gets half a dozen units he cannot sell, these operators come 
in there and buy them. 

Q. I don't see how you cen suggest that that has snything 
to do with the railway? 

A. It has this to do with it. The manufacturers have 
endeevoured to stop it and they do not seem to be able 
to stop it. 

Q. I understood the chairman asked you if you had in 
fact discussed it with the railways, which you have not? 

A. No, we have not; we said that in our brief. 

@. How much do you say it would cost to drive e car over 


the road say from Oshawa to Cslgery in the manner you say 


it is being done? 
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A. Well, we estimated between $75 and $100, Some of 
them are brought out for less, We have had a number of 
people that have driven 94 lot of cars out there and taken 
jobs out West such ss meids and people like that. They 


advertise in the papers, 


Q- And you say it costs $75 to $100 to get them out 
on that basis? 

A. It costs less sat times depending on how you get them. 

Q. And getting out there from Oshawa would require 
putting about 2000 miles on a motor? 

A. About 2000 miles, yes, 

Q. And whet allowance do you make for depreciation 
entailed by the 2000 mile Crip? 

A. Well, I don't believe they make any allowance for it, 

Q. At the present time I understand you can get 
passenger cars from Oshawa to Calgary for about $148,.-- 
four Vehicles, in acer? 

A, $148.? It is higher then that. 

- Well, four in a car, $148. and you say it comes to 
about $75. to $100. to drive them over the roads? 

A. We estimate a Ford car comes at about $186; that 
is from Windsor to Calgary. 

Q. Isn't the condition sa temporary one which has been 
brought about’ the difficulty in procuring cars, which has 
prevailed during and since the war and which, when cars 
are again available in Canada in quantities, will disappear? 

A. No, we do not feel that. With the number of 
dealers there are, these dealers now far outnumber the 
legitimate dealers and they are going to stay in business 
as long as they can get these cars out cheaper than we can, 


Q. With 2000 miles on the speedometer? 
A. Yes, that does not make much difference in the life of 


2 car though. 
(Page 8156 follows) 
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MR HUME: Mr. Chairman, with your permission, 


one question. 

Q. Your brief uses the two words "recognized 
carriers", and I thought it might be advisable to clear it 
up for the record, that by that you mean the railways; is 
that correct? At the present time, you say, the business 
is being lost to the recognized carriers; you mean the 
railways? 

A. No, not necessarily. There are trucking 
concerns that you can haul cars out on, four or five units 
TO. 28. Cruck . 

@. Do you know of any to-day, trucking concerns, that 
are transporting automobiles for hire from say Windsor or 
Oshawa out to Calgary? 

A. No, I do not know any of the trucking concerns 
that are, but I know some are interested. 

Q@. Yes, but I am speaking of the situation Ale pe 
when you use the words "recognized carriers’ in your brief 
you are speaking of the railways exclusively, are you not? 

A. No. 

MR O'DONNELL: The brief speaks for itself. 

THE WITNESS: We were referring to the recognized 
carriers, either the railways or the truckers. 

THE CHAIRMAN: Q. Now I come back again to this: 
You say that you intend to make an application to the 
Canadian Freight Association? 

nay Ses, 

Q. Well, I would not advise you to wait until we 
make a report before you make your application, because I 
am not sure just what we could do to aid you, having regard 
to the objects of our inquiry, so I would say that if you 


do intend to approach the railways, don't put it off. 
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A. I see; yes. 

Q. Waiting for something that we might do, because 
I am not sure what we can do. I would not like to have 
you later on say that you did not go to the railways be- 
cause you were waiting for this Conniaeeoe to do something 
for you; do you understand? 

A. I understand, yes. 

COMMISSIONER ANGUS: Q. If someone in the west 
intends to buy a car in the east and drive it out, is 
there any incentive to buy through an Ontario dealer rather 
than through a local dealer? 

A. Well, in a case of that kind, those cases are 
usually handled by the dealer out in the western part of 
the country. 

Q@. And you have no objection to that? 

A. A man places an order, and he can get the car 
through that dealer delivered at Oshawa or Windsor 
through his own local dealer. 

Q@. You have no objection to that? 

A. We have no objections to that, although we do 
believe that these rates will multiply the factory 
deliveries by some three hundred per cent. 

MR COVERT: That is all, thank you. 


MR FRAWLEY: Mr. Wilson. 


HARRY I. WILSON, Recalled. 


EXAMINED BY MR FRAWLEY: 


Pestana naira SOS eee 


Q@. Mr. Wilson, have you anything to add to what Mr. 


McCullough has read into the record and his other observa- 


tions? 


A Yes, my lord. I would like to perhaps mention 
why we delayed so long in putting in the brief, and also 


probably why we did not put the request in to the Royal 
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Commission. We had to make sure that this condition that 
exists to-day would continue -- that is, in our opinion -- 
continue, I mean, by the used car dealer being able to buy 
cars, road them into veRte Canada, and stay in business. 
It took a lot of investigating. We did not want to come 
before the Commission or make any requests unless we felt 
Sure that this condition would exist. We talked the 
matter over with our manufacturers, who more or less told 
us that they could do nothing more than they are doing at 
present. They were of the opinion that we should come 
before the Commission, and if there had been time I think 
they would have joined us. Now, we know that the used 
car dealer when he gets a group of cars, a number ‘of 
ears, Irom “the east, ‘can gO to @ agealer,and-it ne buys 
six at a time he can get a discount. If he can save $50 
to $100 in freight or more, he can undersell the 
franchised dealer in any western city. But, as I say, 
we wanted to make sure that these used car dealers, who are 
quite wealthy individuals to-day, would stay in this busi- 
ness and be our competitors. 

Now, mention was made of a saving of $100. I 
do not say that in everycase it would be $100, but even 
a saving of $50 or $30, whatever it may be, might not be 
enough for the used car dealer to stay in this business. 
We do not know what ‘hope we have of getting something 
from the railways in asking for a decrease in rates. We 
know there will be a lot of comparisons put uv, but we did 
feel that this Commission would perhaps have some con- 
sideration for the regular rate structure as it exists 
se in pre-war days 1t did not pay anyone, a 


to-day, becau 


used ¢,ar dealer or anyone, to bring a car in from the 


east on the road. Now to-day it does, and that faces us, 


and we as franchised dealers have got heavy investments. 
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The used car dealer can undersell us, in view of the fact 
that he has no overhead at all. There are perhaps in 
western Canada two thousand dealers, that is, new car 
dealers, and many of them have got investments up to as 
high as a million dollars in buildings and in stocks. 
Now, these dealers have a big overhead, but the used car 
dealer has none except a small perhaps three or four or 
five thousand dollar place, so even if he makes $100 er 
$150 less -- that is, gross -- on an automobile, he ean 
Still undersell us as used ar dealers when we have the 
full new car profit. 

These I think are perhaps the things, Mr. 
Frawley, that I had in mind to bring out to the Commission. 

Q. Mr. Wilson, when you say that this used car 
dealer coming east to buy cars goes to a dealer and gets 
a discount if he buys five or six cars, you say that the 
place he buys them is from an Ontario or Quebec dealer? 

a> That Ass riecht, 

@. And when you say the situation has changed since 
before the war, are you referring to the recent 21% and 
later 8% increase horizontally that has been put on? 

A. Yes, that.is. right; the,increase, in freight 
rates has changed our whole picture entirely. 

Q. The freight rate increase of 21% and 8% being 
applied horizontally hits you much harder thanthe Ontario 
dealer? 

MR O'DONNELL: Why don't you give evidence? 
MR FRAWLEY: Q. Living in Toronto or Montreal? 

A. Much more so. 

Q. And because of that danger you say your situation 
is worse now and is changed detrimentally since before the 
war? 


A. Yes, and it will stay this way, we feel, unless 
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we can get some relief. The only way we figure it can 
be licked is by the freight rate structure. 

Q. Would you say that the two recent horizontal 
increases--- 

MR O'DONNELL: After all, let us not be so 
leading. 

MR FRAWLEY: Q. Do you say that the two recent 
horizontal increases are the root of the evil as it is 
going on to-day? 

A. I think so, Mr. Frawley, yes. 

THE CHAIRMAN: Then, Mr. Frawley, perhaps this is 
one of the businesses that is invited to come back to the 
Board. 

MR FRAWLEY: Well, there was an invitation in 
the 21% case; there was no invitation in the 84% case. 

I was going to bring that to the attention of the Commis- 
sion. My friend Mr. O'Donnell--- 

THE CHAIRMAN: Don't you think it is a standing 
invitation? 

MR FRAWLEY: Well, I wonder if it is. 

MR O'DONNELL: Anyone who is discriminated 
against can go at any time; my friend knows that as well 
as ido. 

MR FRAWLEY: Oh, well, of course they can go if 
they feel they are discriminated against, and they have to 
go to prove this unjust discrimination which is in the 
Railway Act and in the precedents of the Board, which we 
hope this Commission will do away with once and for all. 

THE CHAIRMAN: How can you call it unjust dis- 
crimination? The contention is that the railway freight 
rate is so high that it enables people who do not use the 
railways or the trucks to come in with less expenditure, 


MR FRAWLEY: My lord, I was only addressing my- 
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self to this because of what Mr. O'Donnell said about 
"they can go to the railway". Now, they can go to the 
railway, and if they prove unjust discrimination--- 

MR O'DONNELL: I said to the Board, 

MR FRAWLEY: They can go to the Board, and if 
they prove unjust discrimination they might get some 
relief, 

THE CHAIRMAN: How can they prove that their 
rate discriminates unjustly? 

MR FRAWLEY: Perhaps they could not: that ia 
exactly so. Why should they go to the Board? If they 
could get rid of this horizontal increase--- 

THE CHAIRMAN: If they go to the Board, it must 
be simply to ask the Board to — the railways grant 
them a lower rate, so that they can meet this competition. 

MR FRAWLEY: That is right, sir; or to have the-- 

THE CHAIRMAN: Does the Board entertain applica- 
tions of that sort? 

MR FRAWLEY: To simply have a lower rate granted? 
Well, they might entertain an application to apply a 
maximum when they were applying a horizontal percentage 
increase, and perhaps apply a maximum on long hauls, which 
is what we in the west have been asking for since 1946, 
and have had not one bit of relief. 

THE CHAIRMAN: Well, it is not a discrimination. 

MR FRAWLEY: No. 

MR SINCLAIR: I think it is quite clear from the 
brief that an tee applicants would approach the C,F.A. 
on is for a competitive rate on the over-the-road compe- 
tition that they make reference to, not on discrimination 
av all, | 

MR FRAWLEY: My lord, I was addressing myself 


to the suggestion that they should go to the Board. Now 
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my friend Mr. Sinclair Suggests that these men should go 
to the railways; that is quite a different matter, 

MR SINCLAIR: That is what he suggests. 

THE CHAIRMAN: ‘They are going to the railways 
first, anyhow. | 

MR FRAWLEY: That is what they say, yes. I was 
not addressing myself to that Situation at all, sir, 

MR O'DONNELL: If my friend had not used such 
descriptively exaggerated language--- 

THE CHAIRMAN: Can you tell us, for instance, 
what we ought to do? 

MR FRAWLEY: I am not presenting the brief, my 
lord. The brief speaks for Ltveelf;. ep. we i -said, 7 
was introducing these gentlemen as a courtesy, and glad to 
do that because they come from Alberta. 

THE CHAIRMAN: Do you see anything that you think 
we might do? 

MR FRAWLEY: I think that it might be pointed 
out to the railways that there should be a rate established 
which would take the cars off the road -- that is the sum 
and substance of it, sir -- that they should have a com- 
petitive rate. That, I think, might well be suggested by 
this Commission -- not to the railways, because I take it 
this Commission's recommendations are not to the railways, 
but they are for the benefit and edification of the rail- 
ways. 

MR O'DONNELL: The schoolboy wants to drive a 
car west from Oshawa in his summer holidays, and things 
of that kind. 

MR FRAWLEY: I am surprised at my fricnd saying 
this is just a schoolboy matter. My friend has failed to 
appreciate the purport of the submission completely if 


that is what he thinks. This is serious business and big 
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business so far as the Province of Alberta is concerned, 
Sir. Anyone in that province can see these new cars all 
over the streets of Edmonton ana Calgary, new cars sitting 
in the used car dealers! lots. ‘These are the cars that 
are bought from Ontario dealers and roaded out there to 

be in the used car lots and sold as new cars. That is an 
eV i,6 Sir, it 16 an unfair advantage, and these dealers 


are being put out of business, as Mr. McCullough says. 


(Page 8166 follows) 
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THE CHAIRMAN: You see, these gentlemen, them- 
selves, teil us that the only remedy they can see is 
lower freight rates. 

MR. FRAWLEY: Yes, sir. 

THE CHAIRMAN: They do not claim thet this 
business is illegal? 

MR. FRAWLEY: Oh, no. 

THE CHAIRMAN: Then, the procedure to get lower 
freight rates is, I suppose, to persuade the railways 
that, in their own interest, they ought to lower the 
freight rates and get more business. 

MR. FRAWLEY: As far as the railway interests 
are concerned, yes. But so far as these people being 
put out of business by high freight rates -- 

THE CHAIRMAN: On an application to the Railway 
Commissioners, they would take into consideration the 
fact that unless these railway rates are reduced, this 
particular business would disappear. 

MR. FRAWLEY: No. At the moment the Board 
goes not.go into that-sort of thing, and that is) probably 
the reason why these particular people are here. 

: THE CHAIRMAN: What else do you suggest that 
we might do? 

MR. FRAWLEY: It is suggested that this unfair 
situation should not be allowed to continue, because it 
is unfair to the dealers and also to the railways. 

THE CHAIRMAN: Do you suggest that there should 
be legislation to deal with it? 

MR. FRAWLEY: I do not think it calls for 
legislation, because there is the right to put in 4 
| competitive rate. There is the right on the part of 


the railways to put in 2 competitive rate. 


These men want to bring to the attention of this 
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Commission something in the transportation world which 
is affecting them, which is novel, and which is working 
a hardship on them. 

MR. O'DONNELL: The specific difficulty of 
getting automobiles. ; 

MR. FRAWLEY: They decided to present their 
case after their annual convention in Montreal. They 
did it on their own. 

THE CHAIRMAN: We are anxious to find out from 
somebody what we can do for them, if anything ought to 
me done. 

I thought you could help them out. But, in 
any case, they can go to the railways, and they intend 
fomeoavnere. - in fact, “they Gold we riac. | Ane 20 they 
can show the railways that the railways are going to 
make something out of it by increasing their business, 

I do not see how they could fail to succeed. 

MR. COVERT: To clarify the record, it does 
seem to me that it.-should be pointed out, in view of 
what was just said, that this practice, apparently, 
took place long before the horizontal freight increases, 
because it is referred to in 1946 and 1947 in the brief 
in 1948, that between 5,000 and 7,000 -- what I am 
respectfully submitting is that this is not really a 
matter within the jurisdiction of the Commission. It 
seems to me that it is a matter to be taken up with the 
railways. 

THE CHAIRMAN: I think everybody understands 
that nothing said here today is to be taken as en indica- 
tion to these gentlemen to delay their application to the 
railways. 

THE WITNESS: Before I step out of the box, 


might I say that we are really here representing at 
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least 2°,000 dealers, who have made practical and 
personal representation to us to come before this Royal 
Commission. 

The Automobile Dealer Associations in Canada, 
Orispwesst  inethe west, about two years ago, when the 
Commission came through, did go before the Board, but 
they did not get any place with it. We went as an auto- 
mobile body. 

THE CHAIRMAN: Before what board? 

MR. FRAWLEY: They went before the Board of 
Transport Commissioners in the 30 per cent case. 

THE WITNESS: We went before them as automobile 
dealer bodies, and we did not get any place. 

We know that the automobile dealer at the 
present time has been making money. We are not denying 
that fact. But we are going out of a different market, 
and these 2,000 dealers in the west are fearful of the 
market we are going into; and the only way that they can 
see that they are going to be able to compete is by some 
unification in freight rates. 

I think that inasmuch as the Royal Commission 
is sitting, it should make some recommendation, and have 
Some concern for the plight that they are going to be in. 

There are 2,000 dealers even today, and many, 
many are not going to sit down and weep and be concerned 
unless it looks serious to them, and we think it is 
serious, although the railways may not think so. 

MR. SINCLAIR: Q. The railways do not say that 
they do not think it was serious. We have never spoken 
CO... 

A. I am not saying that they do not feel the thing. 
I say, regardless of what their feelings may be; we wanted 


to get this Board, this Royal Commission, feeling it was 
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serious enough, in our Opinion, to come to this Board 
and to see if some recommendations could not be made 
along some line to help us’. 

That is actually what wa are after. We have 
a2 competitive rate. And when we discussed this matter 
two years ago, we did not think,we did not even consider 
that this was serious, two years ago, but we do today. 

When we went before that Tariff Commission two 
years ago, we did not bring this matter up. But ae 
thing has happened and it is there, and it looks as 
if it were there to stay. That is the reason why we 
wanted to come down to make representations to the Royal 
Commission. 

MR. COVERT: 9. Perhaps we should ask Mr.Wilson 
what he thinks the recommendation should be. 

A. Well, of course, as far as recommendations are 

concerned, we, naturally, are after lower freight rates. 


Q. 


u 


And I should point out, perhaps, that this Board 
aces’ noo fix freight rates. You. realize that. We have 
hotvhing to do with exercising functions of that kind. 

THE CHAIRMAN: This Commission, you mean. 

MR. COVERT: Q. Yes, this’ Commission. “The 
question of fixing specific rates is one for the Board 
of Transport Commissioners. 


A. Well -- 
Q. That is why I asked what recommendation you think 
this Commission should make. 

A. The Transportation Commission turned us down 
two years ago when we went after getting out of an increase. 
We went after them. Our Association in Canada went before 


the Board, and we got no place with it. So where was 


our next step to go? Was it to go before them, when we 


went beforé them and got no place? 
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I have sat in with most of the dealers, I 
think, throughout various places in Saskatchewan, Alberta 
and British Columbia, and they are of the opinion there 
Should be some consideration given to this freight rate 
Structure, especially in view of the fact that we have 
been before the Commission and could get no place. So 
what could they do? 

Q. You mean the Board of Tanenoee Commissioners? 

A. Yes. I get all mixed up. 

Q. It may be unfair to ask you this, but do you 
Suggest there is something wrong with the present law 
which needs change? Or is it just dollars and cents in 
the freight rate? 

poe WEIN At) will e127 aag Ee ys 

Q. If the freight rate was lower ror] Car now, 
going from the east to the west, your problem would be 
Over, provided it was sufficiently enough lower? 

A. I think so. Dollars and cents are what is 
Being vo eount . 

2. Do you think it would make any ditrerence, far 
instance, if it were, perhaps, higher,” let us sae, in 
Regina than in Winnipeg? Is that one of the problems? 

fe Lees net high enough there to interfere with 
the business that these 2,000 dealers are engaged in. 

I think you are getting the point. We are concerned 
about these dealers staying in business in western Canada. 
Q. Yes. Are you suggesting that the Board of 

Transport Commissioners -- perhaps this is it -- you 
are Suggesting, perhaps, that the Board of Transport 
Commissioners should have the power to consider whether 
or not the dealers who are in business, and who have a 
large investment, should be protected by a rate, rather 


than have a new type of business, that of the second-hand 
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- OTe Mr. Wilson, cr-ex 


dealer, whom you refer to as a non-franchised dealer, 
could steal the business away from you, and that the 
matter should be adjusted by freight rates. Is that iti 

A. Look at it this way: -we have always brought 
our automobiles in by railway, because it is theebest 
way, as far as we are concerned. 

Now, if we cannot get them in, and are beaten 
out by the used car dealer, who will bring his cars in 
in a cheaper way, and if we want to stay in business, 
then we have got to go ahead and do it. 

THE CHAIRMAN: @. Do what? 

The last paragraph of your brief Says wnat you 
are going to do, and it says that unless you get what you 
are asking for, you will be forced to take other steps. 

I would now ask you what you mean when you say 
that? Do you mean that you will have your cars brought 
in by truck? 

A. Of course, there may be a lot of other steps 
that we do not know about. 


Q. 


sv) 


ihe brief. goes, on wand. saya. 

"As a matter of interest, some franchised 
dealers are at the present time negotiating for 
the movement of their passenger cars and trucks 
by means other than recognized carriers, and such 
dealers have signified their intention to complete 
the negotiations if no relief is forthcoming from 
recognized carriers." 

Apparently then, it would seem you contemplate turning 
from the railways to the truckers? 


A Well, I do not, of course, know that we can 


turn 100 per cent to the trucks. We would have to become 


transporters over the roads, and send young boys as 


sit-downs to bring them back, if we had to meet competition. 
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I do not say that every dealer will do that. 
No, but there will be a percentage which will come in, 
if they want to Stay in business. And it affects smaller 
dealers more than us, more than the large dealers. 

It may not effect me very much, but we are 
arguing on behalf of the smaller dealers. Take in a 
province like Alberta and Saskatchewan, the small 
dealers would constitute, perhaps, 80 per cent of the 
total. 

Q. But the peculiar feature of your case is that 
your competitors are people who are not using the railways, 
not getting any freight rates at all. 

A. No, that is right. And we bring that up because 
we know that if we had waterways, which would provide a 
competitive rate, then, no doubt, there would be some 
consideration given, if the railways were going to lose 
the business. 

But because we have tried to show that there 
is another competitive road, just an ordinary plai 
road whereby automobiles can be brought in cheaper than 
on the railways, we say we should have some consideration, 
the same as the waterways competition would have. 

This condition.did not exist before the war, 
because the roads were not good enough, and' the freight 
was low enough so that it did not pay them to come down. 
But, as the brief shows, our cost for roading a car is 
just a little bit more than what it was before the war, 
whereas the freight rates have gone up and have put us 
in this position. That is actually what we are trying 
to get over: that there is a competitive road now to 
the railways. 


---The Commission edjourned at 5 p.m. until Friday, 
November 11, 1949, at 10.30 a.m. 
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-7720- M. Maurice Lamontagnej 

MAURICE LAMONTAGNE 

appelé: 

M. Desmarais: Nous en sommes maintenant 
au mémoir du Conseil d*Orientation Economique 
d* Abitibi:- | 

Q. Votre prénom est Maurice? R. Oui, 
monsieur. 

Q. Vous étes professeur 4 l'Université 
Laval? Re Oui, monsieur. 

Q. Dans quelle faculté? R. Les sciences 
sociales. 

Q. Vous étes également diplémé de 1'Uni- 
versité Harvard? R. Oui, monsieur. 

Q. Vous avez préparé un mémoir pour le 
Conseil d'Orientation Economique d'Abitibi, ntest-ce 
pas? Re Oui, monsieur. 

Q- Vous désirez lire ce mémoir & la Commis- 
sion? Re Voici, c'est un résumé du mémoir. I1 ya 
le mémoir qui est beaucoup plus volumineux. 

Qe Je crois que vous pouvez, avant de lire ce 
résumé du mémoir, produire une carte géographique de la 
région? Re Jtai ici une copie de la carte. 

Q. Elle est produite comme exhibit 108, --une 
carte géographique du bassin du lac Matagami. Voulez- 
vous prodéder a la lecture du mémoir? Re Oui, monsieur, 

Ltan dernier, le C anadien National terminait 
la construction dtun chemin de fer d'une longueur dtenvi- 
ron 40 milles allant de Barraute au Rapide des Cédres, 
dans la région de l'Abitibi. 

La présente étude a pour but de proposer que le 
Canadien National poursuive cette entreprise jJusqu'au lac 
Chibougamau, en passant par le lac Bachelor, soit sur une 


distance d'tenviron 165 milles. Notre travail est destiné 
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plus spécialement a indiquer dtaprés quels critéres 
ce projet doit étre jugé et A montrer si, en ltoccurrence, 
leurs exigences sont satisfaites. 

Aprés une bréve incursion dans le domaine des 
principes économiques, nous parlerons des ressources 
naturelles de la région et de leur exploitation, pour con- 
clure en montrant les avantages directs et indirects du 
chemin de fer projeté. 

A. Principes économiques 

1. Le projet consiste a demander au Canadien 
National, ctest-a-dire a une entreprise publique, une 
extension de ses services. Avant de voir stil est jus- 
fifié, il faut d'abord savoir 4 quelles conditions il 
pourrait étre considéré comme avantageux. 

2- La condition la plus rigoureuse pour que le 
projet soit profitable correspond aux exigences de l'en- 
treprise ordinaire, retire de sa réalisation un revenu 
au moins égal a la dépense requise, sans tenir compte 
des autres conséquences. 

3. Toutefois, l'entreprise publique ne peut 
pas baser ses décisions uniquement sur les revenus 
qu'elle recoit. Elle doit également temir compte, avant 
dtaméliorer ses services, de lteffet qu'aura cette 
amélioration sur les revenus que l'Etat pergoit de la 
taxation. De ce point de vue, on peut dire qu'un projet 
dtexpansion est avantageux, meme si ltorganisme public 
qui ltentreprend encourt un déficit, a condition que les 
revenus de toutes sortes qu'en retire l'Etat dépassent 
la dépense nécessitée. 

4. De plus, puisque l'Etat a la responsabilité 
de contribuer a rendre le revenu national stable et maximum, 


l'entreprise publique doit comparer l'taugmentation de 
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-7722- 
du revenu national. Ainsi, tout projet réalisé par 


une entreprise publique sera avantageux pour la société, 
Si l'augmentation du revenu national qutil entraine est 
supérieure 4 la dépense qu'il exige. Dt'autre part, a 
dépense égale, un projet sera d'autant plus avantageux, 
par rapport A un autre, qutil contribuera davantage a 
augmenter le revenu de la nation. 

Dd. Enfin, l'entreprise publique doit considé- 
rer non seulement l'tutilité économique directe et indi- 
recte d'un projet, mais aussi son utilité sociale. 

6. En somme, si ltentreprise publique veut 
véritablement maximiser le bien-étre général, qui est 
sa fin, elle ne peut pas laisser guider son action par 
le mécanisme ordinaire du marché. Elle doit apprécier 
un projet dans tous ses résultats et non pas considérer 
uniquement ses effets directs. 

B. Les ressources naturelles de la région. 

1. La région de Mattagami contient, d'aprés 
un estimé conservateur, au moins 100 millions de cordes 
de bois immédiatement exploitable. La composition, la 
haute qualité et la facilité d’exploitation de cette fo- 
rét contribuent 4 en augmenter considérablement la valeur, 

ee Il ntest pas désirable que toutes ces riches- 
ses soient transformées dans la région, parce qutun tel 
développement ne serait pas économique, étant donné que 
les cours dteau ne permettent pas le flottage du bois 
Sur certaines parties de leur parcours, et parce qutil est 
plus avantageux de consolider les industries forestiéres 
déja existantes dans la province plutét que dten faire 
de nouvelles. 

3+ Dans ces conditions, seule la construction 
d'un chemin de fer peut permettre l'explaitation économique 
d’une grande partie de ces ressources forestiéres, Une 


réserve dtenviron 50 millions de cordes serait accessible 


-7723- 
au chemin de fer projeté. Enfin, un plan d'ensemble 
d*exploitation rationnelle permettrait le transport 
d'un million de cordes environ par année. 

4. Cette richesee naturelte devrait étre 
exploitée sans retard, car elle représente un capital qui 
ne fructifie pas, dtautant plus qu'on stexpose, en tem- 
porisant A la perdre au moins partiellement 4 la suite 
d'incendies toujours possibles. 

d« La structure géologique de la région de 
Mattagami est formée par trois bandes de roches volcani- 
ques du Keewatin qui se rejoignent a leurs extrémités 
et qui sont séparées de long de leur parcours par des 
formations de roches intrusives de différentes especes. 

Ici, je crois que l'on peut se reporter 
avantageusement a la carte qui accompagne le rapport. 

Il y a trois bandes de roches volcaniques du type Kee- 
watin, une roche verte apparaissant avec asses d'évidence, 

6, Ce sont précisément les roches vertes alté- 
rées du Keewatin qui fournissent les métaux de base, tels 
que le cuivre, le zine et le plomb, de méme que les mé- 
taux précieux., Les gisements miniers les plus riches 
se retrouvent toujours dans les roches vertes, prés du 
point de contact avec les roches intrusives, surtout aux 
endroits de moindre résistance et principalement dans: 
les zones de faille majeure. Or les zones de faille sont 
trés nombreuses dans la région; on a meme observé une 
faille principale qui semble traverser le territoire du 
Ssud-ouest au nord-est. 

Et, sur la carte encore une fois, sont indi- 
quées les zones de faille répérées A venir jusquta présent 
dans le relevé géologique de la région. 

7+ Les trois bandes de roches volcaniques du 
Keewatin sont absolument semblables, du point de vue 


géologique, aux deux zones de fracture de Cadillac et 
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de Porcupine si renommées pour leurs richesses miniéres, 
Elles nten sont probablement que le prolongement. 

8. Non seulement les conditions géologiques 
Sont favorables 3 d'importants gisements miniers, mais 
les résultats déj& obtenus sont étonnants, 

Ici, si la chose est possible, également. Je 
désirerais déposer, comme exhibit, une carte des propri- 
étés minigres de la région, 

M. Desmarais: Alors, ce sera ltexhibit 109. 

R. Alors, je le produirai plus tard, 

Q° Tres bien. Ry . Commerce voyez, la 
carte représente toutes les propriétés miniéres déja 
détenues dans la région et, comme on peut le constater, 
également, les propriétés miniéres suivent toujours les 
zones de faille déja observées, n'est-ce pas. 

En effet, les compagnies miniéres et les pros- 
pecteurs ntont pas attendu la construction d'un systéme 
de transport pour faire des recherches dans la région. 
Déja 78 compagnies y sont établies et y détiennent plus 
de 150 propriétés minié@res. Plusieurs compagnies, aprés 
avoir découvert du minerai suffisamment riche et abon- 
dant pour étre exploité, ont dd Suspendre leurs opérations, 
faute dtun systéme de transport adéquat et économique. 

9. En fait, si on consulte une carte de la 
région, on constate que la perspection ne fait que commen- 
cer. Les travaux de recherches sont présentement diffici- 
les et dispendieux. La construction dtun chemin de fer 
les rendrait beaucoup plus faciles tout en réduisant trois 
fois le cotit. De plus, elle rendrait plus accessible la 
région immédiatement au nord de celle de Mattagami, of 
les conditions géologiques sont favorables aux gisements 
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10. En somme, les Conditions géologiques, 
les similitudes avec d'autres territoires riches en 
ressources miniéres, les découvertes déja faites, les 
témoignages unanimes des experts et des hommes d'expé- 
rience, tout permet de prédire des développements rapi- 
des et importants dans la région, dés que des facilités 
de transport adéquates auront été assurées. 

ll. La partie ouest de la région de Mattagami, 
ayant été baignée par le lac glaciaire Barlow-Ojibway, est 
donc située dans la "zone d'argile" et les sols qui la 
recouvrent sont trés fertiles. 

12. Bien que itinventaire des sols ne soit 
pas encore complet, on estime qutau moins 25 cantons, 
soit environ 1,500,000 acres peuvent étre avantageuse-~ 
ment destinés 4 l’agriculture. On pourrait ainsi établir 
15,000 cultivateurs dans cette seule zone, la derniére, 
dans la Province de Québec, & offrir des possibilités 
d*expansion agricole. 

13. Le Ministére de la Colonisation du Québec 
ntattend plus qu'un systéme de transport convenable pour 
y 6tablir des colons. De ce point de vue, le chemin de 
fer proposé aura une double utilité: il permettra le 
développement de ltagriculture, en rendant la région plus 
facilement accessible a ceux qui voudront s'établir sur 
des fermes; il créera un marché local pour les profuits 
agricoles, en assurant l*exploitation des autres ressources 
naturelles et la formation de centres industriels, | 

14. Le sable, le gravier ainsi que les autres 
éléments des dépédts fluvio-glaciaires pourront servir 
A la fabrication de la brique et du béton, de méme quta 
la construction des routes. 

15. Les ressources hydrauliques ne manquent pas, 


car on estime pouvoir obtenir environ 1,125,000 chevaux- 


vapeur comme débit annuel. De plus, ces ressources sont h 
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bien distribuées 4 travers toute la région. 

C.j Les conséquences économiques du projet 

1. Le coit de construction du chemin de fer 
proposé s'éléverait 4 environ $14 millions, en supposant 
une dépense de $85,000 par mille, ce qui représente, 
dtaprés certains experts, un maximum pour la région con- 
cernée. 

«. En fixant le taux dtintérét A 6 pour cent, 
le montant annuel consacré au remboursement du capital 
atteindra environ $840,000. Dtautre part, on estime que, 
pour un chemin de fer dtimportance moyenne, ces charges 
fixes représentent environ 28 pour cent des dépenses 
totales, ce qui signifie que le chemin de fer devra 
rapporter au moins $3 millions par année pour ne pas 
entrainer de déficit pour le Canadien Nationel. 

3. Au cours des années de prospérité relative, 
le transport du bois, ainsi que des hommes et des marchan- 
dises nécessaires aux opérations forestiéres pourrait 
rapporter environ $6.5 millions au Canadien National, Et 
cela, sans tenir compte du transport qui proviendrait de 
l'exploitation des ressources miniéres, du sol cultivable, 
ainsi que du développement des centres industriels. Le 
volume du transport serait également bien distribué sur 
le plan géographique. Il serait enfin diversifié et rela- 
tivement stable au cours du cycle économique. 

4. La comparaison entre les dépenses et les 
revenus directs démontre que le projet serait avantageux 
et profitable pour le Canadien National. Toutefois ses 


avantages indirects dépassent de beauxoup en importance 


ses effets directs. 
5. La réalisation du projet aura sur le volume 


de l*emploi et du revenu national des effets secondaires 
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de la dépense initiale de $14 millions. De plus, elle 


sera la condition indispensable du développement écono- 
mique de la région et les résultats de celui-ci peuvent 
lui étre attribués indirectement. 

6. Ltagriculture nehind ramen a la création 
de 15,000 emplois au minimum et fera vivre une popula- 
tion de 60,000 4 75,000 personnes, alors que la production 
agricole pourrait atteindre facilement $25 millions par 
année. Les contributions des opérations forestiéres 
et de l'exploitation des mines, sur le plan de ltemploi 
et du revenu, ne seront pas inférieures a celles de 
l'agriculture. Il faut également tenir compte des 
manufactures, du transport, de la construction, du com- 
merce et des services dont la contribution conjointe 
dép&ssera celle des trois industries précédentes. 

7 Ltaccroissement des revenus provenant de 
la taxation, a lui seul, fournira une compensation plus 
que suffisante pour les charges que le projet imposera 
A la société. Crest donc dire que ltaugmentation du 
volume de ltemploi et du revenu national qu'il amotcera 
dépassera infiniment le placement initial qu'il requiert. 

8. Le projet, par le développement industriel 
qufil entrainera, contribuera a équilibrer l'économie 
nationale et a assurer davantage 1'indépendance économique 
et politique du Canada, A un moment particuligrement 
opportun de l'histoire de notre pays. 

9. Dans la perspective d'une action anti-cycli- 
que destinée a prévenir la prochaine crise, il ntexiste 
probablement aucun autre projet, impliquant une dépense 
publique équivalente, susceptible dtaccroitre davantage 
le volume de ltemploi et du revenu national au moment 
dtune dépression, car, en plus d'tavoir les mémes effets 
secondaires et tertiaires des autres travaux similaires, 


il contribuera a augmenter considérablement le volume 
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des investissements privés. 

10. Toutefois, le projet lui-méme ne devrait 
pas faire partie dy programme dtensemble de travaux 
publics que l'Etat appliquera au moment de la dépression. 
Il devrait étre exécuté dds maintenant, puisque ses 
principales répercussions anti-cycliques ne seront 
ressenties que dans quelques années. 

11. Enfin, la construction du chemin de fer 
proposé marquera une étape importante dans la conquete 
économique du nord de notre pays qui contient d*immenses 
ressources naturelles nécessaires 4 notre développement 
industriel rapide et stable. 

Nous croyons avoir démontré, au cours de cette 
étude que la construction du chemin de fer allant de 
Rapide des Cédres au Lac Chibougamau sera profitable 
pour le Canadien National, mais qutelle sera encore plus 
avantageuse pour la province de Québec et pour le pays 
tout entier. Elle entrainera le développement économique 
de toute une région, ce qui Signifiera une augmentation 
du bien-étre général et une utilisation plus rationnelle 
de nos ressources productives. De plus, elle peut contri- 
buer dans une proportion beaucoup plus grande que la 
dépense qutelle requiert a prévenir une crise que plu- 
Sieurs estiment imminente. 

Nous pensons également avoir justifié le par- 
cours proppsé. La localisation des ressources naturelles 
de la région, leur exploitation économique, l1'tétendue de 
la superficie 4 desservir et le présent état de fait 
semblent exiger que le chemin de fer, partant du sud-ouest, 
Suive une direction nord-est. 

Nous estimons enfin avoir prouvé que le projet 
devrait étre réalisé le plus t6t possible. Méme la 
Situation internationale exige présentement que notre 


développement économique se poursuive a un rythme accéléré,. 
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De plus, il faudrait que sa réalisation soit complétée 
avant que les premiers Signes d'une dépression appa~ 
raissent afin que ses répercussions anti-cycliques les 
plus importantes se manifestent au moment Opportun,. 

Toutefois, deux objections peuvent étre 
soulevées contre ltexécution immédiate du projet. La 
premiére a trait 4 la rareté actuelle de ltacier, Il 
Serait bien étonnant que cet argument soit apporté dans 
la discussion du présent projet cependant. En effet, 
nos gouvernements savent depuis plus de quatre ans que 
le nord de la province de Québec contient d*immenses 
dépdts de minerai de fer, mais ils ntont rien fait pour 
hater l'exploitation de ces ressources ni pour stassurer 
qu'une partie au moins de ces gisements servirait 3 
accroitre notre Production dtacier. Pendant ce temps, 
les entreprises qui ont obtenu des consessions miniéres 
dans le Nouveau Québec se préparent a expédier le mine- 
rai sous forme brute directement aux Etats-Unis, sans 
prétexte qutelles ne pourront pas le vendre au Canada. 
D'ailleurs, l*exécution des travaux n'exigera pas une 
quantité d'tacier assez grande pour quton soit justifié 
de la retarder uniquement a2 cause de ce facteur. Enfin, 
la quantité d’acier ainsi utilisée pourrait étre facilement 
remplacée plus tard si on se décidait 4 construire des 
fours électriques pour transformer le minerai de fer de 
la région de Chibougamau. Ltargi ment peut done étre diffi- 
cilement soutenu puisqu'il aboutit 3 un cercle vicieux. 

La deuxiéme objection possible concerne le volu- 
me du transport et consiste a prétendre que le chemin de 
fer ne peut pas étre construit, tant qutun certain minimum 
de transport ne sera pas garanti. Cette exigence semble 
excessive. Si elle avait été requise dans chaque cas au 
cours du développement de notre systéme ferrovia?re, bien 


des chemins de fer aujourdthui profitables ntauraiemt 
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jamais été construits. A l'analyse, on découvre que 


cette objection peut encore plus @ifficilement que la 
précédente éviter le cercle vigieux. Comment pourrait- 
on prétendre, en effet, qu'une région dont le développe- 
ment dépend essentiellement di chemin de fer puisse étre 
suffisamment évoluée pour qufun groupe d'tentreprises 
garantissent un certain volume de transport avant meme 
que le chemin de fer soit construit et que son parcours 
soit déterminé. 

Tout ce qu'on peut raisonnablement exiger, 
semble-t-il, c'est que les ressources naturelles de la 
région soient suffisantes pour justifier le projet, que 
le Gouvernement concerné veuille en permettre l'exploita- 
tion et que des entreprises responsables désirent les 
utiliser. 

Nous croyons avoir démontré au cours de cette 
étude que la premiére condition était amplement satis- 
faite. Quant au gouvernement provincial, il s'est 
montré favorable au développement de la région. Les con- 
cessions miniéres et forestiéres qu'il a déja accordées 
ainsi que le vaste programme de colonisation qutil a 
préparé le prouvent avec évidence. Dtailleurs, il serait 
difficilement compréhensible qu’une autorité publique 
s'toppose a un développement économique pa ticuliérement 
désirable et qui, en plus, lui rapportera des bénéfices 
importants sans entrainer des dépenses correspondantes. 

Enfin, il est indéniable que plusieurs entire- 
prises sont désireuses dtexploiter les ressources natuwrel- 
les de la région. Déja, comme nous ltavons signalé pré- 
cédemment, 78 compagnies miniéres y détiennent 150 pro- 
priétés. Du ppint de vue forestier, la compagnie Howard 
Smith, qui exploite déja une superficie de 200 milles 
carrés dans la partie sud de la région, a obtenu une nou- 


velle concession de 600 milles carrés qui n'est pas encore 
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délimitée et qui ne le sera probablement pas tant que 
la construction du chemin de fer ne sera ps décidée et 
que son paracours ne sera PaS connu. Si d'autres con- 
cessions n'ont pas été accordées, ctest sans doute 
parce que, étant donné ltabsence de moyens de transport, 
elles auraient été prématurées. Enfin, dtautres entre- 
prises, qui ne désirent paS ou ne peuvent pas obtenir 
de consessions forestieres, désirent acheter des colons 
le bois qui sera coupé sur les terrains réservés 3 
l'agriculture, 

Il est parfaitement compréhensible que le 
Canadien National veuille éviter des risques inutiles, 
Malgré toutes les raisons qui justifient la réalisation 
immédiate du projet, si les autorités concernées jugent 
que ltentreprise est présentement encore trop hasardeuse, 
elles pourraient, au moins, annoncer officiellement leur 
intention de construire le chemin de fer, en déterminer 
le parcours et attendre ensuite les répercussions de 
cette démarche avant d'entreprendre les travaux. 

Il semble bien, cependant, que toutes ces pré- 
cautions sont inutiles. Ltutilité dy chemin de fer 
proposé est, dés maintenant suffisamment démontrée et 
il serait probablement possible de citer des cas ou 
on n'a pas procédé avec autant de prudence. Il ne fau- 
drait done pas retarder inutilement le développement éco- 
nomique de cette région, d'tautant plus que le systéme de 
transport ferroviaire du Québec a peut-étre été négligé 
dans le passé. En effet, en 1942, il y avait 4,797 
milles de chemin de fer dans cette province, tandis que 
l'Ontario en possédait 10,480, le Manitoba bh 637, 24 
Saskatchewan 8,780, et l'Alberta 5,681. La réalisation du 
projet serait un premier pas vers le rétablissement de 


1*équilibre, tout en contribuant 4 une évolution économique 


trés désirable. 
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M. Desmarais: Je comprends que le mémoir 
que vous venez de lire est un réservé d'un travail ou 
d'une étude de Quelques soixante-dix pages que vous 
avez préparé 4 ce sujet-14? | R, Oui, monsieur. 

Q. Je crois qutil sergité utile, pour la 
Commission, de voir cette étude. Voulez-vous produire 
cela comme exhibit? Re Certainement. 

Q- Est-ce que vous pourriez en préparez cing 
copies? Re Oui, monsigur, 

Q. Elles seront produites comme exhibit 109? 
R. Oui, monsieur, 

Q. Vous pourriez peut-etre préparer une copie 
additionnelle pour le National Canadien? Re Oui, mon- 
sieur. 

Q. Maintenant, vous pourriez peut-étre nous 
donner une courte.... 

Le Président: Ce sera produit comme exhibit 
LLO, 

M. Desmarais: Oui, trés bien. 

Q. Voulez-vous nous donner une courte des- 
cription de l'Abitibi, de sa Situation, de sa superficie; 
une courte description, un sommaire? R. Voici la 
région de Mattagami, elle est située mi au nord de la 
région que l'on appelle couramment Abitibi. L' Abitibi, 
et je crois que beaucoup de gens connaissent assez bien 
cette région, vous le savez s'est développé de cette fagon, 
sur deux lignes a peu prés parlélles, l'une étant formée 
par les grands centres, 4 moitié au nord, Val d'Or, Bour- 
lamaque, etc., et l'autre par les centres se reposant da- 
vantage sur l'tagriculture. 

La population de l*Abitibi, actuellement, s'éléve 


a environ 135,000 habitants. Et, il est assez intéressant 
de noter que le développement de cette région date d*'envi- 
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de 1930 et il stest développé en pleine crise économique. 

Ce qui veut dire que nous pouvons reconnaitre 
que les ressources naturelles de cette région sont pro- 
pres a étre développées au moment précis of il y a une 
baisse dans ltactivité économique. Et l'agriculture, 
le mouvement des colons, les mines d'or sont évidemment 
les principales illustrations de ce fait, 

Qo ane -crois gutil i a trode comtée dans cette 
région? Re Oui, au provincial il y a Abitibi Ouest 
eeinteihd Esti..et il y a Rouyn-Noranda. 

Q. Dans le premier paragraphe de votre mémoir, 
vous dites: Ltan dernier, le Canadien National termi- 
nait la construction dtun chemin de fer dtfune longueur 
d’environ 40 milles allant de Barraute au Rapide des 
Cédres. Sur la demande de qui a-t-il été construit? 

Le Président: Barraute? Dans quelle direction 
est-ce le Rapide des Cédres? R. Immédiatement au sud 
du canton de Laas. 

Q. Et ctest 18 le terminus du chemin de fer? 
R. Oui, monsieur. 

Qe Et ltaddition irait de 14 jusqu'a& Chibou- 
gamau? Re. Oui, monsieur, 

Q.- Quelle serait la longueur de cette ligne? 
R. 165 milles, environ. 

M. Desmarais: Ce trongon, qui a été construit 
l*an passé sur une longueur de 40 milles, est-ce qu'il 
était 4 l'inttiative du Canadien National? R. Je crois 
qu'il a été construit a la demande de Howard Smith, qui, 
a ce moment-1a, gardait un certain minimum de son trans- 
port pour le Canadien National. Par exemple, la compagnie 
possédait déja, comme je l'ai dit tout 4 l'heure, des 
concessions forestiéres dans le sud de la région. 

Q. Cette premiére partie, la construction de ce 
troncon, a été construite pour des considérations absolu- 


ment commerciales? R. Oui, monsieur. 
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Q- Pour les 165 milles, il y a un nouveau 
tracé et est-ce que ce tracé est définitif? R. Certai- 
nement pas, ce ntest Certainement pas un tracé définitif, 
Je crois qu'il faudrait faire appel 4 des ingénieurs, 3 
des spécialistes en la matiére. Toutefois, dans le 
tracé, qui est indiqué sur la carte, nous avons tenu 
compte surtout des ressources naturelles de la région 
et principalement de la localisation des ressources mi- 
niéres, Alors, évidemment, que ce ntest pas un tracé 
définitif. Crest pour indiquer, tout Simplement, une 
orientation qué Pourrait prendre le chemin de fer, une 
direction que pourrait prendre le chemin de fer, f[I1l 
faudrait certainement Ppursuivre une enquéte d'une fagon 
beaucoup plus détaillée, 

Q. Est-ce que vous avez discuté du projet avec 
la compagnie de chemin de fer Canadien National? RR. Le 
Canadien National est certainement au courant de ce pro- 
Jet. Ltan dernier, 4 la fin de janvier en particulier, 

il y a eu une réunion qui groupait environ 150 hommes 
d'affaires, 4 vil d'Or, en Abitibi. Et alors y assitait 

M. Fairweather du Canddien National et y assistait également 
M. Maxwell aussi du Canadien National; et, on a étudié le 
projet et diverses compagnies forestiéres et miniéres se sont 
prononcées en faveur du projet. M. Fairweather a adressé 

la parole a cette assemblée pour dire que le projet était 
certainement ou plutot qu'il méritait certainement toute 
ltattention du Canadien National et que sa réalisation 

était certainement désirable et euq maintenant ctétait une 


question pour lui et pour la compagnie, de temps. Je crois 


qu'il stagissait aussi d’une question dtopinion publique. 


Q. Maintenant, M. Lamontagne, aux pages 2 et 3 


de votre mémoir vous énoncez certains principes économiques. 


devant étre considérés dans un projet comme celui-ci: les 


revenus que l'Etat peut rethrer d'un tel projet et son 
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utilité sociale. Etes-vous dtopinion que ce sont les 
seules considérations qui pourraient prévaloir ou ne 
considérez-vous pas aussi la valeur commerciale dtun 

tel projet? Re Evidemment, il faut toujours tenir 
compte de la valeur commerciale d'tun réseau de transport 
lorsque ce réseau de transport, ou uné partie de ce 
réseau de transport, est la propriété dtune entreprise 
publique. Je crois que l'on ne peut pas tenir compte 

du revenu direct qu'il procure ni également tenir compte 
de ses effets et conséquences indirects, parce que memes 
stils sont indirects ils nten sont pas moins réels, 

Q. CroyezOvous que dans le développement d'un 
réseau ferroviaire dans le Canada, dans le passé, l'on ait 
tenu compte de cette politique que vous préconisez dans 
le moment? Re Je crois qu'il y a certainement des cas 
ol il y a eu un objectif purement utilitaire, social méme, 
et non pas dtutilité économique, dun projet, simplement 
pour desservir une population. Jtai vu, récemment, dans 
les journeaux que le Canadien National venait d'acheter 
un petit trongon de chemin de fer dans le comté de 
Témiscouata alors méme que le chemin de fer ne sert qu'a 
desservir la population locale et o& il nty a certaine- 
ment pas un volume de transport considérable 4 y faire 
18. Et, en plus, le bois va dans le Nouveau-Brunswick et 
non pas dans la province de Québec. La on a considéré 
surtout l'utilité sociale pour acheter le chemin de fer. 
Ctest pour cette considération que le Canadien National 
Sten est emparé. 

Q- Qui, croyez-vous, est plus en mesure de 
décider cela. Est-ce le Canadien National ou le Gouverne- 


ment qui devrait prendre une décision, ltinitiation? 
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Re Je crois que dans un cas comme celui-la ot les auto- 
rités du Canadien National ne sont pas certaines qutelles 
vont couvrir leurs dépenses par le réalisation du projet, 
Je crois qu'il revient au Gouvernement lui-méme de pren- 
dre une décision, étant donné qu'il s'tagit en dtautres 
termes de l'emploi ou de l'utilisation de fonds publics, 
et une corporation de la Couronne ne saurait d'une fagon 
normale engager les fonds publics sans consulter le Gou- 
vernement ou le Parlement. 

Q. Maintenant, est-ce que le princépe que 
vous énoncez actuellement, comme S'appliquant au Canadien 
National, pourrait ou devrait S'tappliquer au Canadien 
Pacifique? Re. Je ne le crois pas, parce que le Cana- 
dien Pacifique est une entreprise privée. Alors tout 
ce que le Canadien Pacifique peut faire, ctest de consi- 
dérer les revenue et les couts directs. Parce que les 
revenus indirects, tels ceux provenant de la taxation 
Ou provenant de l'accroissement du volume ou du nombre 
de ses revenus indirects ne peut pas grossir les bénéfices 
du Canadien Pacifique tandis que cela contribue 4 augmen- 
ter les revenus de l'Etat. Il faut toujours faire une 
distinction, je crois, tres importante, a mon avis, car le 
Canadien National est une entreprise publique et le Canadien 
Pacifique est ane entreprise privée. 

Q. Vous parlez ensuite des ressources naturelles, 
et vous parlez dtun estimé de 100 millions de cordes de bois 
pret a ltexploitation. Par qui cet estimé a-t-il été fait? 
R. J'ai obtenu cet estimé, de méme que le plupart des ren- 
Seignements contenus dans le rapport, du ministere provin- 


cial des Terres et Foréts. 


Q. Dans le meme paragraphe vous référez a la 
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fois le chemin de fer constuit? R. Oui, facilité aussi 
du point de vue géographique. Ctest une région ow les 
accidents géographiques sont tres rares, ou le terrain 
est tres solide. Il serait relativement facile et 
peu dispendieux de construire une route ou méme une voie 
ferrée. 

Q. Sous le méme titre, dans le méme paragraphe, 
vous dites: Il n'est pas désirable que toutes ces riches- 
ses solent transformées dans la région. Est-ce a dire 
qu'il ntest pas désirable d'avoir des industries dans 
cette réginon-la? Est-ce ce que vous croyez? R. Non, 
je crois seulement qutil ntest pas désirable que toutes 
les richesses forestieres dans cette région-la soient 
transformées dans la région. Ce ne serait pas économique. 
Beaucoup de compagnies de pulpe et de papier dans le 
Québec et méme dans l'Ontario manquent de ressources fo- 
restieres, manquent de matieres premiéres. Alors que de 
nouvelles pousses ne seront prétes a etre exploitées que 
dans 30 ans, je crois qutil n'test pas désirable d'infir- 
mer, dans un avenir plus ou moins rapproché, ces usines 
actuellement existantes, par la construction de nouvelles 
usines dans cette région,--elles nten seraient quitte 
ensuite a rouvrir qutau bout d'une trentaine d’années. Je 
crois que ce serait une perte de capital, une perte d'équi- 
pement,--ce ne serait pas désirable. 

Q. Maintenant, vous avez mentionné 100 millions 
de cordes de bois, et a la page 4, troisiéme paragraphe, 
vous dites: Une réserve dfenviron 50 millions de cordes 
serait accessible au chemin de fer projeté. Pour exploiter 
cette autre réserve de 50 millions de cordes, est-ce qu'il 
serait nécessaire de construire un autre embranchement de 
Comment feraiteen pour exploiter ces autres 


chemin de fer? 


50 millions de cordes? R. Sans aucun doute, qu'une nou- 
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velle ligne servirait oy Serait désirable et utile ‘en 
direction du lac Mattagami. Je crois que vous pourrez 
localiser le lac Mattagami sur la carte. Ce serait peut- 
étre avantageux. [1 y aurait peut-étre une distance de 
60, milles... Et, audela de cette région, ver& l'ouest, 
je crois que l'exploitation de la forét serait assez 
difficile, c'est une région de marais. 

Maintenant, 4 la page 6, au dixiéme paragraphe, 
vous référez aux ressources minieres, aux découvertes déja 
faites, aux témoignages dtexperts et d'hommes dtexpérience, 
et vous dites que tout permet de prédire des développements 
rapides et importants dans la région. Voulez-vous dévelop- 
per ces ppints-la et nous dire la source de vos renseigne- 
ments? R. Encore la, j'ai consulté tout particulierement 
le ministere des Mines de la province de Québec. Ctest 
la que je les ai obtenus. Et jtai reproduit dans mon 
rapport la situation du point de vue exploration, du 
point de vus découverte, qui existait l'tan dernier. Je 
crois que vous pourriez réféver aux pages, 30531 ,1.32, 33 
et 34, alors, des rapports ou déclarations des différentes 
compagnies ou leurs découvertes présentes sont indiquées. 
En fait, tous les experts, les ingénieurs miniers ou fores- 
tiers que j'ai rencontrés et consultés sur le probleme 
m’ont tous dit qutil s'agissait de la région la plus riche 
que la province de Québec n'tait jamais eu et qui est la 
mieut €équilibrée du point de vue nature. 

Q.- Dans le développement de ces ressources 
minieres, vous parlez des développements rapi.des de la 
région. Dans quel délai, croyez-vous, apres la construc- 
tion du chemin de fer pourrait-on effectuer un g@évelappe- 
ment assez important? R. Voixi, je crois qutil est 
assez difficile de construire un systeme de prévisi".on sur 


J . . ue 
ce qui va se passer dans l'avenir. Je crois d'tabord 4 


cfest la fonction de la construction du chemin de fer; 
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deuxiemement, ctest la formtion également de la politique 
du Gouvernement provincial; et, cftest la fonction aussi, 
dans une trés large mesure, des fluctuations économiques 
qui compteront dans l'avenir. Je crois que stil y a des 
besoins, dans l'avenir, des besoins économiques et réels, 
quiils se feront plus rapides. Je crois bien que sur 
une période de dix ans, il y aura certainement des déve- 
loppements importants. 

Q. Vous parlez, au paragraphe 12, page 6, de 
l'inventaire des sols qui n'est pas encore complet. Je 
crois que cette question reléve du ministére de 1'Agri- 
culture? R. De la Golonisation. Actuellement le 
ministere de la Colonisation a des plans tres définis et 
tres détaillés pour le développement de 30 localités dans 
cette région. On a méme localisé définitivement le site 
des églises. Alors, les plans sont tres détaillés et l’on 
a enquété jusquta présent sur 25 cantons. 

Q. Vous mentionnez dans le meme paragraphe que 
l'on pourrait aussi établir 15,000 cultivateurs dans 
cette seule zone, la derniere, dans la province de Québec, 
a offrir des possibilités d'expansion agricole. Vous 
dites, 1a, que vous considérez qu'un développement agra- 
cole se ferait seulement, ou est-ce qu'il y en a d'autres 
que vous avez considéré dans votre mémoir? R. Zl y en 
a d'autres. Je crois, samplement, que le développement de 
la région au point de vue agricole ne justifie pas la 
construction dtun chemin de fer. 

Q. Il doit. y avoir en meme temps les autres que 
vous mentionnez? R. Seulement, le développement et 
ltexploitation des autres ressources naturelles contribue- 
raient a créer un marché local pour la région. 

Q. Maintenant, a la septieme page, au paragraphe 
ou il est question des conséquences économiques du projét, 


vous mentionnez que le cout de la construction du chemin 
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de fer proposé s'éléverait A environ 14 millions de dol- 
lars, en supposant une dépense de $85,000 par mille. 
Voulez-vous nous donner la source de ce renseignement-1la? 
R. d'ai consulté, 4 ce Sujet, des ingénieurs industriels 
du Canadien National, qui nihioni donné ces chiffres apres 
avoir été dans la région faire un estimé grosso modo du 
cout approximatif. 

Qe Est-ce que le cout de construction dans cette 
région-la est comparable aux autres régions de la province? 
Re. On mta dit que la topographie est tres avantageuse, que 
le colt de construction Serait moins élevé que dans les 
autres régions déja développées. 

Q- Qui vous a dit cela? R. M. Marchand, 
ingénieur industriel du Canadien National, a Québec. 

Q. lLorsque vous référez au cout de 14 millions 
de dollars, est-ce que cela comprend la voie et les gares? 
R. Oui, monsieur. 

Q. Maintenant, a la page 8, paragraphe 3, vous 
dites: Au cours des années de prospérité relative, le 
transport du bois, ainsi que des hommes et des marchandises 
nécessaires aux opérations forestieres pourrait rapporter 
environ $6.5 millions au Canadien National. Sur quoi ce 
chiffre est-il basé? R. Nous avons supposé une emploi- 
tation rationnelle et des marchés adéquats puisque nous 
parlons d'une situation de prospérité. Si nous parlons 
d*une situation de prospérité il est possible de produire 
environ un million de cordes de bois par année, de transpor- 
ter un million de cordes de bois par année. E&Et, d'apres 
les renseignements fournis par le Canadien National encore 
une fois, on nous a dit que le cout moyen du transport du 
bois dans cette région s'éleverait A environ $6 la corde. 

C est ainsi que nous arrivons 4 6 millions pour le transport 
du bois, et le cout ou le revenu de 500 mille dollars pro- 


vient du transport de la marchandise nécessaire a 1' exploita- 
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tation des ressources forestieres, et le transport des 
hommes. 

Q. Ctest un estimé que vous faites? R. Oui, 
ctest un estimé. Je vous donne ma méthode. Je ne crois 
pas qutelle puisse avoir ine yeas absolument exacte, 
Elle est approximative. Je vous donne une étude idlustrée. 

Q. Naturellement on ne pourrait pas stattendre 
a un revenu de ce montant avant que la région ne soit 
raisonablement développée et exploitée? R. Ctest en- 
tendu. 

Q. lLorsque vous avez fait ces estimés, est-ce 
que vous avez pris en considération la possibilité du 
développement du systeme rentier plus tard? R. Je 
crois que le type de ressources naturelles qui existe, 
que Ltn trouve dans cette région n'est pas susceptible 
a étre transporté en grande quantité par camion. Le 
transport, sur une assez longue distance, du bois, le 
transport du minerai, etc., n'est pas profitable, n'est 
pas économique par camion. 

Q. Maintenant, a la huitieme page, au sixieme 
paragraphe, vous réféeez a des revenus probables, de 
ltagriculture, de 25 millions de dollars par année et 
ensuite a ceux des opérations forestiéres dont le montant 
est a peu pres semblable, et sans tenir compte des autres 
revenus. Quel montant total figurez-vous donner, de fagon 
raisonable, lorsque les régions industrielles seront déve- 
loppées? R. Ctest assez difficile, évidemment. Les 
produits miniers de la région de ltAbitibi s'élevent ac- 
tuellement au dela de 150 millions de dollars. Un montant 
de 100 millions de dollars serait certainement comserva- 


teur,, si, l'on considere toutes les ressources naturelles 


dans cette nouvelle région-la. 
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Q. Maintenant, votre principale recommandation, 
je crois, est a la page 14. Alors vous demandez aux. 
autorités concernées: si elles jJugent l*entreprise encore 
trop hasardeuse, elles pourraient, au moins, annoncer offi- 
ciellement leur intention de construire le chemin de fer. 
Lorsque vous parlez des autorités, parlez-vous de la 
Compagnie? R. Conjointement. La présente étude nta 
pas du tout la prétention d'étre ni définitive ni exhaus- 
tive. Par exemple, le tracé du chemin de fer n'est pas 
encore déterminé; son colt ntest pas estimé de fagon 
adéquate, 

Toutefois, les conclusions du rapport concernant 
les ressources naturelles de la région nous justifient 
de dire, il me semble, quten principe, au moins, le projet 
actuel apparait comme utile et comme désirable. 

Dans ces conditions, le Conseil d'Orientation 
E,onomique dtAbitibi serait, je crois, satisfait si la 
Commission Royale recommandait au gouvernement fédéral 
et au Canadien National d'entreprendre aussitot que pos- 
sible tous les travaux, toutes les recherches nécessaires 
a la réalisation du projet, tel comme par exemple envoyer 
des ingénieurs industriels chargés d'estimer le cout 
probable du chemin de fer, d'en déterminer également le 
tracé et dten venir ensuite, toujours dans le plus bref 
délai possible, a quelque chose de définitif de sorte que 
Si l'on reconnait que le projet est réalisable sa réalisa- 
tion puisse etre terminée au cours des prochaines années. 

Je crois que de cette facon-la, la demande du 
Conseil dtOrientation Economique n'est pas exagérée, étant 
donné les conclusions et l'état des recherches actuelles 
concernant la région. 

Q. Maintenant, ctest tout qutest-ce que j'avais 


& vous demander. Peut-étre que dtautres ici désirent vous 


questionner. R. Tres bien. 
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M. Frawley: M. Lamontagne, est-ce que je com- 
prends que vous étes ici, devant la Commission, parce que 
le Canadien National est en cause. Si la compagnie du 
Canadien Pacifique était en cause, est-ce que vous seriez 
ici tout de meme? R. Je crois que nous ne saurions de- 
mander la meme chose au Canadien Pacifique qutau Canadien 
National. 

Q- Pourquoi? R. Nous ne pourrions certaine- 
ment pas exiger du Canadien Pacifique qu'il tienne compte 
des effets indirects des profits alors que nous pouvons 
exiger que le Canadien National en tienne compte. 

Q. Crest important pour vous que le Canadien 
National soit une entreprise publique? R. Ctest trés 
important. 

Q. Ce ntest pas une question de chemin de fer; 
comme ga? R. Comment? 

Q. Il ne s'agit pas d'une question de chemin 
de fer? R. Il y a deux choses. Le Canadien National 
est une compagnie de transport et, également, une entre- 
prise publique. Nous ne pouvons pas du tout assimiler 
le comportement d'une entreprise privée a une entreprise 
publique. Si le peuple du Canada a jugé bon a un moment 
donné de se donner un réseau de transport, je crois que 
celui-ci doit répondre aus désirs du peuple. 

Q. Le Canadien National est la propriété du 
Gouvernement du Canada? R. Oui, monsieur. 

Q. Est-ce que vous allez faire appel au Gouver- 
nement? R. Ctest une peemiere expression dfopinion. 
Nous avons également présenté notre demande au Canadien 
National et, je frois, le Conseil d'Orientation Economique 
a demandé, au cours du dernier mois, une entrevue avec la 
compagnie a ce sujet-la. 

Q. M. Lamontagne, je ne suis pas opposé a votre 


soumission, mais seriez-vous intéressé dans la question si 
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e*était le Canadien Pacifique qui serait ici et que le 
Canadien National ne serait pas ici du tout. Est-ce que 
vous pouvez comprendre cela? R. Pas nécessairement. 
Seulement, je crois que ce serait différent. Nous ne 
pourrions pas exiger cela du Canadien Pacifique. 

Le Président: Le Canadien National a-t-il déja 
une ligne dans ce territoire-la? R. Oui, monsieur, et 
précisément pour ce le Canadien Pacifique ne peut pas se 
comporter comme le Canadien National. 

M. Frawley: Il ne le peut pas? R. Non. 

Le Président: Qutest-ce que vous voulez dire 
par; il ne le peut pas. Est-ce parce que ce chemin de 
fer n'est pas déja dans le territoire mais que le Cana- 
dien National y est? R. Ctest la raison principale. 

Q. Le Canadien Pacifique nty est pas? Re Non. 
Et, je dirais méme plus... 

Q. Si le chemin de fer déja 1a était celui du 
Canadien Pacifique et si c'était le Canadien Pacifique 
qui avait déja commencé ce prolongement de 40 ou 50 
milles, est-ce que ce serait a lui que vous demanderiez 
une extension? R. Nous pourrions le lui demander a 
condition que le Gouvernement serait pret a verser, pour 
le temps d'une période de déficit, un subside au Canadien 
Pacifique. Le Canadien Pacifique étant une entreprise 
privée est la pour faire des profits ou, au moins, pour 
équilibrer ses dépenses avec ses revenus. Les conséquen- 
ces indirectes du projet, par exemple.une hausse des reve- 
nus, voudrait dire une hausse du revenu de la taxation. 
Ceci contribuerait 4 augmenter les revenus de l'Etat mais 
ne contrirbuerait pas a4 accroitre les revenus du Pacifique 
Canadien. 

M. Frawley: Si le résultat de la constrwetion 
du chemin de fer est un déficit pour le Canadien National, 


cela n'est pas tres important? R. Voici, ctest important, 


seulement je crois qutil y a ceci a considérer. Nous 
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parlons d'un fait, que le Canadien National est une entre- 
prgse publique. Si elle est une entreprise privée, cette 
compagnie-1a doit se comporter de telle fagon qutelle doit 
Surtout rechercher ltutilité générale ou le bien commun 
général de la Nation alors que ltentreprise privée ntest 
pas obligée de se comporter de cette facon-la, et si 
elle le voulait, en certaines circonstances, elle pour- 
rait ne pas tenir compte des revenus mais seulement du 
cout des opérations, elle ne pourrait ne pas tenir compte 
de l'utilité générale, et elle ne serait pas obligée de 
marcher, 

Q. Ilya une différence importante entre le 
Canadien National et le Canadien Pacifique? R. Oui, 
la premiére est une entreprise publique, la seconde est 
une entreprise privée. | 

Q. Et c'est particuliérement parce qu'il 
Stagit du Canadien National que vous étes ici, aujourd'hui? 
R. Pas nécessairement. 

Q. Particuliérement? R. Je crois que ctest 
parce que l'on ne pourrait pas laisser au Canadien Paci- 
fique le soin, a lui-méme, d'entreprendre ce projet-la. 

M. O'Donnell: Pourquoi pas? R. Il pourrait 
encourir un déficit et il pourrait se faire que le Cana- 
dien Pacifique encoure des déficits alors meme que les 
revenus de l1'Etat vont en augmentant et que leur total 
en dépasse le colt. Le Canadien National étant une corpo~ 
ration publique, ou du moins étant du Gouvernement, est 
en mesure de tenir compte de cet effet-la. Le Canadien 
Pacifique ne ltest pas, lui. 

Q. D*apres vous, ce n'est pas important que le 
Canadien National encoure un déficit? R. Je n'ai pas 


dit cela. 
Q. Cela vient a dire cela? R. J'ai dit que 
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ce n'est pas une condition essentielle de son comporte- 
ment. Le Canadien National peut continuer A survivre 
et peut continuer a rendre de trés grands services, peut- 
étre des services plus grands que ceux du Canadien Paci- 
fique, en encourant des déficits. 

Q. En fait, il rend tellement de services que 
vous n'avez pas dtobjection a ce qu'il encoure des défixz 
cits? R. Non. 

M. O'Donnell: Je voudrais Simplement dire ici 
que ntayant iu aucune copie du mémoire, je n'ai pas été 
en position de prendre des renseignements quant a l'étude 
qui aurait pu etre faite jusquta date au sujet de ce” 
chemin de fer. Je sais que l'année passée le Canadien 
National a fait finir la construction de la partie du 
chemin de fer Barraute au Rapide des Cédres et cela a 
été fait, Votre Seigneurie, d'aprés l'autorisation de 
L'Acte du Parlement, Chapitre 41, l'Acte X, George VI, 
du 31 aout 1946. 

Le Président: Quelle année? 

M. O'Donnell: 1946, aout le 31, 1946, Acte X, 
George VI, Chapitre 41. Et dtaprés la loi qui régit le 
Canadien National il sera nécessaire dtobtenir un Acte du 
Parlement pour autoriser la construction d'un chemin de 
fer semblable. J'ignore 4 quel point 1’étude aurait pu 
étre faite jusquta date. En tout cas, le département 
des recherches et des développements du CPR étudie des 
situations, des problémes semblables. 


Crest tout ce que jtai a lui offrir. 
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- 7747 - Mr. Lamontagne 


COMMISSIONER INNIS: Q. I have one question. 

On page 3, under six, this is a sort of general principle 
that you are enunciating here. What test would you propose, 
in the way of limiting the funds which might be spent on 
the Canadian National, in carrying out your general objec- 
wives 

A. Well, I do not think there is any definite limit 
that you can put, in the application of so general a 
principle. But what I meant, by stating that general 
principle, is that the public enterprise must take into 
account the indirect consequences of a project such as 
that which is under discussion now. 

The limit to which we should go could not be 
defined in precise terms. But there is always a place for 
valid judgment in a particular case. 

Q. If you accepted that general principle, it would 
mean that you would not be concerned, primarily, with the 
balance sheet of the Canadian National Railways, in so 
far as it showed a deficit or showed a profit. 

A. Because I do. not think there is a definite 
correlation between the profitability of an extension of 
Peryice and social benefit. 

Q. What would be your views with regard to the 
Canadian Pacific, if that general principle were adopted 
in the Canadian National? 

A. Would you mind repeating your question? 

Q. What would be your view as to the implications of 
the general principle, so far as the Canadian National is 
concerned, to the Canadian Pacific? 

A. Well, I think it would require quite a piece of 
work to justify my answer. 

Q. The point would be that your rates would be set, 


presumably, in relation to the principle you have enunciated 
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Mr. Lamontagne 


for the Canadian National, and would necessarily compel 
the Canadian Pacific to follow the same pattern? 

A. Not necessarily. I think the Canadian National 
can fix its rates at the same level as the Canadian Facifics 
and then compensate its deficit through general taxation, 
which is not a new phenomenon in the history of the Canadian 
National. 

Q. You would not say that the reverse: that the 
Canadian Pacific would base its rates on the rates that 
were fixed by the Canadian National? 

A. Otherwise, I think it would be the end of the 
Canadian Pacific as a private enterprise. 

MR. O'DONNELL: It sure would. 

COMMISSIONER INNIS: Q. Your view then would 
be that you would use the Canadian Pacific as a sort of 
limiting factor on the extent to which you would carry 


Ouc the principles? 


A. Well, more or less, although I would not rely 
too much on that limiting factor. 

Q. You would not concede that much to private 
enterprise? 


A. Not necessarily. 
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M. Angus: Comme conséquence de votre raisone- 
ment, vous avez établi une différence entre l’entreprise 
privée du Canadien Pacifique et l'entreprise publique du 
Canadien National, est-ce qu'il ne stensuit pas quta 
l'avenir toute construction a2 Chemin de fer au Canada 
appartienne aux entreprises d'Etat? R. Evidemment, je 
crois, si nous abordons ce Sujet que les opinions peuvent 
varier selon les individus, d'apres l'ensemble de princi- 
pes que chacun tient pour vrai. Pour ma part, je serais 
enclin a répondre dans l'affirmation a votre question. 
Maintenant, il nty a pas aucune valeur scientifique ou 
expérimentale 4 cette affirmation. Il stagit dtaffirmer 
un principe, simplement. 

Q. Est-ce possible, en l*occurrence, que des 
régions qui dépendraient du Canadien Pacifique n'auraient 


pas a se plaindre? R. Je le crois. 
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~7750- M. Gilbert Lebel. 
GILBERT LEBEL 


appelé, 


M. Desmarais: M. Gilbert Lebel, de Senneterre, 
vice-président du Conseil d'Orientation Economique 
d'Abitibi, désire se faire entendre. Il n'a pas de 
mémoir préparé. 

Le Président: Au sujet de ce méme mémoir? 

M. Desmarais; Non. 

Le Président: Il stagit d'une autre région? 

M. Desmarais: Non, de la méme région. I1 
veut faire certaines représentations au Sujet du niveau 
de tarifs de chemin de fer dans sa région. 

Le Président: M, Lebel, vous avez quelque chose 
a dire sur le tarif du transport? Re. Oui, monsieur. 

Q. Quelles sont vos initiales? Re GB. 

M. Desmarais: Quelle est votre occupation, 

M. Lebel? R. Contracteur et industriel. 

Q. Vous demeurez ou? R. A Senneterre, dans 
l'Abitbbi est. 

Q. Je crois que vous étes vice-président du 
C onseil Economique d'Abitibi, n'est-ce pas? ie oUt, 
monsieur. 

Q. Pouvez-vous dire én deux mots ce que ctest 
que cette organisation? R. Le Conseil d*Orientation 
Economique dtAbitibi se promouvoit de développement en 
général. 

Le Président: Parlez fort pour que tout le monde 
ici vous entende. R. Le Conseil d*Oriention Economique 
d*Abitibi stoccupe surtout des mouvements dtintérets 
généraux des cantons de L'Abitibi, comme du développement 
de nos ressources naturelles, de nos foreéts, de notre 


transport en général, de nos pouvoirs hydrauliques. Cela 


se résume un peu a ceci. 
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M. Desmarais; Qui sont membres de cette orga- 
nisation? R. L'Organisation, c'est un complémentaire 
des Chambres de commercef, 

%.- Ce sont les maires des municipalités, des 
cantons? R. Tous les maires de comtés, le président 
de la Chambre de commerce, M. Armand Dumas, président 
du comté de Villeneuve, et tous les hommes d'affaires. 

Q.- Est-ce qutil y a longtemps que vous demeurez 
dans la region? R. Je suis dans la région depuis 1923. 

Q. Vous connaissez bien les conditions qui y 
existent ainsi que celle du transport dans la région? 

R. Oui, monsieur. 

Q. Vous mtavez déclaré que vous aviez des 
représentations 4 faire au sujet du taux des chemins de 
fer & la Commission? R. Je voudrais parler 4 la Com- 
mission des répercussions économiques au sujet des taux 
de chemins de fer. 

On est situé un peu éloigné des autres, on est 
beaucoup au nord. Alors la répartition des taux de fret a: 
tant pour cent est répartie de fagon que c’est plus élevé 
que les taux des gfrands centres. Prenez, par exemple, 
cette figure-ci, et je serai aussi bref que ppssible, pre- 
nez comme figure le bois de papier. Pour le bois de papier, 
avant la guerre, et meme durant la guerre, notre taux 
de fret était dans ltaverage de $6 la corde, aujourd'hui 
il est dans l'average de $9 la corde. Le résultat, c'est 
qui va stacheter, dans l'Abitibi, 4 peu pres 50 p. 100 
moins de bois que dans les années précédentes. Pourtant 
cfest une marchandise. Ctest notre industrie premiere, 
le bois, dans l'Abitibi. On est un jeune pays qui se 
développe et le bois est la matiere premiere que l'on 


prend sur la ferme. Eft ce bois-1a est perdu completement 


si on ne l*utilise pas. 
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Comme vous ltavez vu dans le rapport de 
M. Lamontagne, on a une tres grande quantité de bois 
dans l'Abitibi et on a du bois qui a dépassé la maturité 
depuis plusieurs années. C'est donc dire que si l'on 
n'a pas de taux de fret raisonable, des taux qui ne 
Sont pas prohibitifs, on ne pourra pas exploiter la 
forét et on va perdre des millions et méme des milliards, 
On va perdre notre principale source de revenus. Ctest 
a peu prés cela pour le bois de papier. 

Je sais que vous etes habitués aux enquetes, 
que vous en avez déja faites. Ilya un autre facteur, 
c'est le bois de sciage, une premiere industrie de 
i? Abicdibi, 

Le bois de sciage, avant la guerre, coutant 
$6, et meme pendant la guerre: aujourd'hui il coite 
$8.12 pour Montréal et il cotite $9.80 pour Toronto. 

Et cela c'est l*taverage des taux de fret de l*Abitibi. 

Maintenant, sur la petite ligne nouvellement 
construite qui va de Barraute a Kiask Falls, ilya 
un taux de fret spécial de $4.18 du mille pieds qui 
donne un taux de fret rajouté au taux de fret déja exis- 
tant de Barraute aux grands centres de distribution, ce 
qui donne un taux de fret de $13.80 pour Toronto et de 
$12.30 pour Montréal. Cela paralyse les affaires. Plu- 
sieurs ont commencé a voulir exploiter sur cette ligne- 
la. Cette ligne-la a été bati exclusivement pour char- 
royer le bois aux colons. Ils sont obligés d'escompter 
jusqu'au taux de fret. Et plusieurs dans l'@bitibi, 
cette année, laissent les affaires et c'est un peu spé- 
cialement du au taux de transport, et parce que le bois 
a une tendance a baisser les taux de transport montent. 

Si les taux de transport Bestent tels qutils 


sont aujourdthui, bien, l'économie dtaujourd'hui va en 
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souffriv, et meme tout en général parce que le bois que. 
l'on fait dans l'Abitibi on le transporte dans les grands 
centres et ils sten servent pour construire ou pour faire 
du papier; ils font travailler les gens avec. Autant 
dire quton est a peu pres le grenier le plus vaste pour 
fournir tous les restants du pays.. 

Moi le premier, jtai employé jusqu'a 1500 
hommes; l'année derniere, au dela de 600 hommes; cette 
année, j*'en emplois 50. 

Q. Est-ce que vous attribuez cela aux taux 
de chemin de fer qui sont trop élevés, ou a d'autres 
raisons? R. Bien, ctest-a-dire, oui. Jtarrive 
de faire le tour. J'ai fait le tour d'un peu tout le 
quartier et en bois de sciage. Et je suis revenu avec 
ceci: si on aun client, tout de suite on calcule le 
taux de fret immédiatement et comme le taux de fret 
est trop haut il ntest pas capable de ltacheter au prix 
ou il peut le vendre. Tous les matériaux de tonstruction 
ont tendance a vouldir descendre parce que le cout de 
la vie est excessif, et on hausse les taux de transport 
ce qui contribue a faire monter le cout de la vie. 

Dans notre région ltaverage des taux de fret 
pour les marchandises séches et les groceries est au-dela 
de un dollar du cent. 

Q. Comment est-ce que cela se compare, ce taux- 
la, avec le taux dsas les autres régions de la province? 
R. Dans la provinces? Autour des grands centres, vous 
n'avez pas un average de taux de fret au dela de 35¢s 
Prenez alentour des grands centres, lorsque vous avez la 
compétition entre deux chemins de fer, ou la compétition 
des camions, vous avez des taux de fret réduits. 

Dans notre région, il nty a pas de compétition, 


sauf A Val d'Or ou l*on vous donne un prix pour 1'été. 
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A part de cela, il n'y a pas de compétition. Il nta 
a qu'un seul chemin de fer que nous encourageons, et 
maleré eux autres, et ils ne veulent pas nous donner 
la chance de 1*encourager. 

Je travaille avec le chemin de fer depuis 1923; 
j'ai expédié, a moi Seul, tout pres de 4 millions de cordes 
de bois. J'en ai expédiées en Ontarion pour plusieurs 
millions de dollars. 

Je connais un peu ce que ctest que le chemin 
de fer. Je crois que je n'ai rien que des félicitations 
a leur faire. Je m'arrange bien ave eux autees, Tout 
le monde fait son possible. Mais, comme le CNR qui est 
obligé de tenir un systéme de transport de CPR est 
obligé de tenir des trains sur la ligne, et ils payent 
leurs employés la méme chose que sfils ne descendaient 
que la moitié du fret. Si le tonnage est de 50 millions 
de livres et qutils ne descendent qu'avec 20 millions de 
livres, ils payent leurs employés la meme chose, et leurs 
chars stusent la meme chose, et leurs locomotives aussi, 
etc. 

Q. Vous prétendez que leurs taux? R. Sont 
prohibitifs. 

Q- Cela leur enléve un volume de traffic 
payant? R. Qui. Si lton veut financer la CNR par lui- 
meme, ou le Pacifique Canadien, il ne faut pas le faire 
en suivant totre région dont dépend l'économie du peuple 
parce que ctest l'économie du peuple qui va en souffrir. 
Ce n'est pas toujours juste, non plus, surtout dans une 
place élo gnée comme on l'test, de nous faire payer pour 
les autres surtout dans ces endroits ou il n'g a pas de 


compétition. I1 vaudrait mieux aider ou subventionner le 


chemin de fer, et tout le monde paierait également. 
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Q. Vous étes en faveur, pour les régions &loi- 
gnées, d'un tarif raisonable et dtaider, au moyen de sub- 
ventiona, le chemin de fer? R. Il faut un tarif 
raisonable. Tout va en augmentant. Si personne n'ar- 
réte de monter le coit de la vie, ot est-ce que l'on 
va? Il me semble que 1'Etat devrait commencer a donner 
l'exemple, d*arréter de faire monter le cout de la vie. 

Q. Est-ce que vous avez dtautres remarques 
a faire? R. Si vous avez d'autres questions a me 
poser. 

Le Président: Si vous voulez, il peut conti- 
nuer demain. 

M. Desmarais: A moins qutil ne veuille partir 
ce soir. 

M. O'Donnell: Mr. Chairman, I would just like 
to observe that his rates, like those of everybody else, 
are fixed by tke Board of Transport Commssgioners; and as 
far as his markets for pulpwood, this year, are concer- 
ned, they are the same as for everybody else. 

Le Président: Avez-vous fait une demande 
a la Commission permanente des chemins de fer au Sujet 
de ce tarif-1a? R. Oui, il y a eu des représentations 
de faites, --pas tout dernierement,-- il y a eu des repré- 
sentations de faites voila quatre ou cing ans de ma part, 
mais pas depuis ce temps-la. 

Q. On a jamais rina fait pour vous? R. ON a 
été tres bien usé par les chemins de fer, pareil, suri tout 
Ce ntest pas moi qui va se plaindre des 


et en tout. 


chemins de fer. Le chemin de fer, stil veut se financer 


par ses propres moyens, cfest bien! Il y a une chose 


cependant, nous autres on est plus capable, il faut arre- 


ter. 
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Le Président: Les tarifs en cours dans cette 
région sont des tarifs normaux, il nty a pas de tarifs 
de concessions, il n'g a pas de tarifs spéciaux? 

M. Desmarais: Seulement a Val d'or ou il y 
a concurrence en été par les camions. 

Q. Est-ce qu'il y a une réduction substantiel- 
le? R. Non, elle ntest pas grosse et ctest seulement 
au char, pas au weight-freight mais au char complet. 

Q. Votre difficulté, est-ce depuis la récente 
augmentation des taux ou avant cela? Re La difficulté 
a commencé avec la premiére. 

Q. La premiere augmentation? R. Qui, mon- 
sieur. 

Le Président: Vous parlez de quelle année, 

M. Lebel? R. L*année derniére. 

Q. Avant cela, ga allait assez bien? R. Pas 
mal. Si l'on avait gardé les memes taux, ne pas avoir eu 
les deux derniéres aussi, on aurait été satisfait. 

Q. Donnez-moi une comparaison des deux taux 
Seulement qui existaient avant l'année derniere? Pee Bs 
y avait $6. 

Q. Quelle est la comparaison de chez vous a 
Montréal, par exemple? R. Je ntai pas de comparaison 
pour les taux pour les épiceries et les groceries mais 
j'ai la comparaison pour le bois, par exemple. 

Q. Pour le bois? R. Avant la hausse de 21 
pour 100 ctétait $6.25, aujourd'hui cftest $8.12. 

Le Président: Ert-ce que l¥*augmentation est 
justifiée? 

M. O'Donnell: Sur le taux de $6 il y a eu 
une augmentation de 30.6 pour 100, done $1.84, ce qui 
fait un total de $7.80 au lieu de $6. 

M. Desmarais: Votre tarif actuel, celui qui est 


cité 1a, est-ce bien celui que vous payez? 
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M. Lebel: Oui, ctest le chiffre que l'on 
paye actuellemtnt. 

Le Président: Nous prenons note de tout ce 
que vous dites. Comme vous le savez, il y a déja une 
Commission des chemins de fer qui stoccupe de cela et 
qui fait partie de ses devoirs. 

M. Lebel: Je ne viens pas aujourd'hui a 
titre personnel. 

Le Président: Lorsque des recommandations 
vous sont faites pour des régions et des tarifs, nous leur 


donnons notre meilleure considération. 
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(English translation of evidence 
of Mr.Maurice Lamontagne as con- 
tained in Vol. 42, Nov. 10th, 
pages 7720-7749 inclusive. ) 


MAURICE LAMONTAGNE, called 


Mr. Lamontagne 


MR. DESMARAIS: We are now dealing with the 
brief of the Abitibi Economic w?Wlanning Council. 


& 
: 


Your given name is Maurice? 
=o, 81Lt, 


You are a professor at Laval University? 


Yes. 


A 

Q 

A 

Q. In what Faculty? 

A Social Science, 
Q You are also a graduate of Harvard University? 
A ves, 6ir. 

Q. You prepared a memorandum for the Abitibi 


Economic Planning Council, did you not? 


A web Las 

Q. Do you wish to read this memorandum to the 
Commission? 

A. I will read a summary of it. The memorandum 


itself is much more comprehensive. 

Q. I believe you can produce a map of the region 
before reading the summary? 

A. IT have here a copy of the map. 

Q. The map is produced as Exhibit 108; it shows 
the Metagami Lake basin. Would you go on with the 
reading? 

A, Yon.. BIPS 

Last year, the Canadian National completed the 
construction of a railway line some 40 miles in length, 
from Barraute to Rapide des Cedres, in the Abitibi region. 

The purpose of this study is to propose that the 
C.N.R. proceed with the project up to Chibougamau Lake, 
through Bachelor Lake, a distance of about 165 miles. 

Our task consists particularly in indicating under what 


criteria the project should be appraised and in showing 
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whether in the case their requirements are complied with. 
Following a brief excursion into the realm of 

economic principles, we shall refer to the natural 
resources of the region and their development and conclude 
by Showing the direct and indirect advantages of the 
proposed railway line. 

A, Economic Principles 

ae The project consists in asking the Canadian 
National Railways -- that is to say a public undertaking -- 
for an extension in their services. Before ascertaining 
whether the project is justified, it is first necessary 
to know under what conditions it could be considered as 
advantageous. 

a The most exacting condition for the project 
to be profitable correspa@nds to the requirements of an 
ordinary enterprise. It requires that the Canadian 
National Railways, which are considered as an ordinary 
undertaking, derive from their operation a revenue at 
least equal to the necessary expenditure, other con- 
sequences not being taken into consideration. 

oe However, a public undertaking cannot base its 
decisions solely on the revenues received. Prior to 
improving its services, it must also consider the effect 
of such an improvement on the revenues collected by the 
government in the form of taxation. From this point of 
view, it can be said that an expansion project is ad- 
vantageous, even if the public organization which under- 
takes it incurs a deficit, provided that revenues of ali 
sorts derived therefrom by the government exceed the 
expenditure entailed. 

4, Furthermore, since the government has the 
responsibility of contributing towards making the 


nationel revenue stable and maximum, @ public undertaking 
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must compare the increase in its expenditures not so 
much with its revenue as with that of the national revenue. 
Thus, any project achieved by @ public undertaking will 
be advantageous for the community, if the resulting 
increase in national revenue is ee than the required 
expenditure, On the other hand, expenditures being 
equal, a project will be all the more advantageous, compared 
with another, as it will contribute further to an increase 
in the national revenue. 

ae Finally, the public undertaking must consider not 
only the direct and indirect economic utility of a project, 
but also its social utility. 

er In short, if a public undertaking is really 
desirous of a maximum increase in the public weal, which 
is its purpose, it cannot let the ordinary mechanism of 
the market guide its action: It must appraise a project 
from 411 its results and not consider solely its direct 
effects. 

B. Natural Resources in the Region 

As The Mattagami region contains, according to a 
conservative estimate, at least 100 million cords of wood 
readily obtainable. The structure, high quality and 
facility of developing the forest contribute to increase 
its value considerably. 

an It is not desirable that such wealth be pro- 
cessed in the district, because such a development would 
not be economical as waterways do not permit the floating 
of timber over certain sections of their course, and be- 
cause it is more advantageous to consolidate the already 
existing forest industries in the province than to create 
new ones. 

Bs Under these conditions, only the construction of 


a railway line can permit the economic development of a 
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great portion of such forest resources. A reserve of 
approximately 50 million cords would be available to the 
proposed railway. Finally, a combined plan of rational 
exploitation would make possible the transportation of one 
million cords annually. 

A, Such natural wealth should be developed without 
delay as it represents an unproductive capital and there 
is also the danger of losing it at least partially by 
temporizing, due to fires which are always possible. 

ee The geological structure of the Mattagami 
region is made up of three belts of Keewatin volcanic 
rocks meeting at their extremities and separated along 
their course by various kinds of intrusive rock formations. 

Here, I think we can advantageously refer to the 
map accompanying this report. There are three belts of 
Keewatin-type volcanic rocks, a greenstone very prominently 
apparent. 

6, The Keewatin altered greenstones are precisely 
those supplying the base metals, such aS copper, zinc 
and lead, as well as the precious metals. The richest 
mining deposits are always found in greenstones, near the 
contact point with the intrusive rocks, especially in 
the places of least resistance and chiefly in the major 
fault zones. Now, the fault zones are very numerous 
in the region; a major fault was even noted, which appears 
to run through the territory from a southwesterly to a 
northeasterly direction. 

And once again are shown on the map the fault 
zones localized to date in the geological survey of the 
region. 

iP From a geological point of view, the three 
pelts of Keewatin volcanic rocks are absolutely similar 


to the two fracture zones of Cadillac and Porcupine so 
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renowned for their mining resources. They are probably 
only an extension of the said zones, 
8. Not only are geological conditions favourable 

to large mining deposits, but results already obtained are 
astonishing. 

Here, if possible I would like to produce as an 
exhibit a map showing the mining properties in the region. 

MR. DESMARAIS: This will be Exhibit 109. 


EXHIBIT NO. 109 -- Map showing mining 
properties. 


THE WITNESS: I will then produce it later, 

BY MR. DESMARAIS: Q. Very well. 

x: As you see, the map shows all the mining 
properties already held in the region and, as may be 
noted also, the mining properties constantly follow the 
fault zones already observed, do they not? 

In fact, mining companies and prospectors did not 
wait until a transportation system was constructed to carry 
out research work in the region. Already 78 companies 
are established and hold more than 150 mining properties. 
After discovering ore that was rich and abundant enough 
to be worked, several companies have been forced to 
suspend operations, due to the lack of an adequate and 
economical transportation system. 

oF As a matter of fact, if a map of the region is 
consulted, it is noted that prospecting has just begun. 
Research works are difficult and costly at present. 

The construction of a railway line would make them much 
easier while reducing the cost threefold. Moreover, it 
would facilitate access to the region located immediately 
north of the Mattagami district where geological 
conditions are favourable to mining deposits and where 
discoveries have already been made. 


10. In short, the geological conditions, the 
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Similarities with other territories rich in mining re- 
sources, the discoveries already made, the unanimous views 
of experts and experienced men, everything enables us 

to forecast rapid and important developments in the 

region aS Soon as adequate transportation facilities are 
provided. 

11. The western portion of the Mattagami region, 
having been watered by the Barlow-Ojibway glacial lake, is 
therefore 13éateatin the "clay zone" and soils are very 
Lerclle. 

l2. Although the inventory of the soils is still 
incomplete, it is estimated that at least 25 townships, 
1.e€. approximately 1,500,000 acres, can be advantageously 
destined to agriculture. Thus 15,000 farmers could be 
established in that area alone, the last, in the province 
of Quebec, to offer possibilities of agricultural 
expansion. 

13. The Quebec Department of Colonization is only 
waiting for a suitable transportation system to establish 
Settlers there. From this viewpoint, the proposed railway 
will have a double use: it will permit the development of 
agriculture, by making the region more easily accessible 
for those wishing to settle on farms; it will create a 
local market for farm products by ensuring the development 
of other natural resources and the formation of industrial 
centr®'s. 

14. Sand, gravel and other elements of fluvio- 
glacial deposits could be used in the manufacture of 
brick and cement, as well as in the building of roads. 

15. Hydraulic resources are not lacking as it 
48 estimated that an annual output, of approximately 
1,125,000 h.p. can be obtained. Moreover, these re- 


sources are well distributed throughout the region, 
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Ci Economic Results of the Project 


(a The construction cost of the proposed railway 
line would amount to approximately $14 million, assuming 
an expenditure of $85,000 per it Oy this being, according 
to experts, a maximum for the region concerned. 

on By fixing the interest rate at 6 per cent, the 
annual amount for capital repayment will reach $840,000. 

On the other hand, it is estimated that, for a railway 

of average importance, these fixed charges represent about 
28% of the total expenditures, which means that the railway 
Should yield at least $3 million annually in order not to 
bring a deficit to the Canadian National Railways. 

Bre During years of relative prosperity, the 
conveyance of timber, as well as of the men and commodities 
required for forest operations could bring in approximately 
$6,500,000 to the Canadian National Railways. This is 
not taking into account the transportation resulting from 
the development of mining resources, tillable land and also 
industrial centers. The volume of transportation would 
also be well distributed geographically. It would 
finally be diversified and comparatively stable during 
the economic cycle. 

4, The comparison between the expenditures and 
direct revenues shows that the project would be profitable 
and advantageous for the Canadian National Railways. 
However, these indirect advantages far exceed in 
importance the direct effects. 

oF The carrying out of the project will have 
cmuulative secondary and tertiary effects on the volume of 
employment and national revenue, exceeding those resulting 
from the initial expenditure of $14 million.» Furthermore, 
it will be the essential condition for the economic 


development of the district and the results of such 
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development may be indirectly attributed to it. 

6. Agriculture will contribute in creating a 
minimum of 15,000 positions and will provide a living for 
@ population of 60,000 to 75,000 persons, while farm 
Production will easily reach $25 million annually. The 
contributions made by forest operations and mining develop- 
ment, from the employment and revenue standpoint, will 
not be less than those of agriculture. It is also 
necessary to take into account the manufactures, trans- 
portation, construction, trade and Services; rthe Joint 
contribution of which will exceed that of the three 
preceding industries, 

fa The increase in revenues from taxation will, 
in itself, more than offset the charges imposed by the 
project on the community. This shows therefore that the 
resulting increase in the volume of employment and national 
revenue will greatly exceed the initial investment re- 
quired. 

ae The project, through the ensuing industrial 
development, will contribute in balancing the national 
economy and ensuring further economic and political 
independence in Canada, at a particularly opportune time 
in the history of this country. 

9. In the prospect of anti-cyclic action designed 
to prevent the next depression, there is probably no other 
project, involving an equivalent public expenditure, which 
is likely to do more to increase the volume of employment 
and national revenue during @ depression, as the project, 
in addition to having the same secondary and tertiary 
effects of other similar work, will assist in increasing 
considerably the volume of private investments. 

cee However, the project itself Should not be part 


of the general programme of public works to be applied 
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by the government during the depression. It should be 
carried out immediately, since its main anti-cyclic effects 
will only be felt in a few years. 

Ly. In conclusion, tie: Buna ee of the proposed 
railway line will mark an important step in the economic 
conquest of the northern portion of this country which 
contains immense natural resources necessary for our 
rapid and stable industrial development. 

We believe we have proved in the course of this 
Study that the construction of the railway from Rapide des 
Cedres to Chibougamau Lake will be profitable for the 
Canadian National, but that it will be still more ad- 
vantageous for the Province of Quebec and for the entire 
country. It will bring about the economic development 
of an entire region, which means an increase of the general 
welfare and a more rational utilization of our productive 
resources, In addition, it may contribute in a much 
greater proportion than the expenditure it will require 
to prevent a depression which many consider impending. 

We also believe we have justified the choice 
of the proposed route. The location of the natural 
resources of the region, their economic development, the 
extent of the area to be served and the present established 
facts seem to demand that the railway, starting from the 
southwest, follow a2 northeasterly direction. 

Finally, we consider to have proved that the 
project should be carried out aS soon as possible. Even 
the international situation demands that our economic 
development progress at a rapid pace. Moreover, it 
should be completed before the appearance of the first 
Signs of a depression in order that its greatest anti- 
cycle consequential effects become apparent at the 


proper moment. 
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However, two objections could be raised to 
the immediate carrying out of the project. The first is 
the present scarcity of steel, although it would be sur- 
prising if that argument were brought forward during the 
discussion of the present project. In fact our government 
bodies know since more than four years that the north 
of the province of Quebec contains extensive deposits of 
iron ore, but they have done nothing to hasten the 
development of those resources, nor to make sure that at 
least a part of those deposits would serve to increase 
our steel production, During that time, the concerns 
that have obtained mining concessions in New Quebec are 
making ready to send the ore in its raw form directly to 
the United States, on pretext that they will be unable 
to Seri'1t Yin Canadas At any rate, the carrying out of 
the project will not require such a great quantity of 
Steel as to justify its delay solely on account of that 
Factor, In short, the quantity of steel thus utilized 
could easily be replaced later if it were decided that 
electric furnaces be built to transform the iron ore 
of the Chibougamau region. It is therefore difficult 
to maintain the argument since it ends up in a vicious 
Circle. 

The second possible objection concerns the 
volume of transport and consists in claiming that the 
railroad cannot be built as long as a certain minimum 
quantity of transport is not guaranteed. That demand 
seems rather excessive. If it had been the case during 
the development of our railway system, many railroads which 
to-day are profitable would never have been constructed. 
On analysis, that objection can avoid the vicious circle 
with still more difficulty than the previous argument. 


How could anyone expect that a region that depends entirely 
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on the railway could be Sufficiently evaluated to allow 
a group of concerns to guarantee a certain volume of 
transport trade even before the railway is built and 
its route determined, | 

All that can be reasonably demanded is, it 
Seems, that the natural resources of the region be 
Sufficient to justify theproject, that the government 
concerned authorize its carrying out and that the 
responsible enterprises wish to utilize them. 

We believe we have proved in the course of 
this study that the first condition was amply fulfilled. 
As for the provincial government, it showed itself in 
favour of the development of the region. The mining and 
forest concessions which it has already granted as well 
as the vast programme of colonization which it has 
prepared prove it clearly. Anyway, it would be hardly 
understandable that a public authority would be opposed 
to a particularly desirable economic development and 
which, in addition, would bear important benefits without 
involving corresponding expenditure. 

In fact, it is undeniable that many concerns 
wish to exploit the natural resources of the region, 
Already as we }ave mentioned before, 78 mining companies 
are holding 150 properties, From the standpoint of 
lumbering, the Howard Smith Company which is already 
working an area of 200 Square miles in the southern part 
of the region, has obtained a new concession of 600 
Square miles,the boundaries of which have not yet been 
marked and will probably not be so until the construction 
of the railroad has been decided and its route made known, 
If other concessions have not yet been granted, it is no 
doubt because, considering the lack of transportation 


facilities, they would have been untimely. Lastly, 
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other concerns that do not wish to or cannot obtain forest 
grants wish to buy from the settlers the lumber which will 
be cut from the lots reserved for agriculture. 

It is perfectly understandable that the Canadian 
National would want to avoid useless risks. In spite of 
all the reasons that justify the immediate carr ying out 
of the project, if the proper authorities deem that the 
undertaking is still too risky, they could at least 
officially announce their intention of building the rail- 
road, establish its course and then await the consequential 
effects of this step before undertaking the work. 

It seems, however, that all those precautions 
are unnecessary. The usefulness of the projected railway 
is, at this moment, sufficiently proved and it would 
probably be possible to state cases where less prudence 
was used. Therefore, the economic development of that 
region should not be delayed uselessly, more particularly 
as the Quebec railway transport system may have been 
neglected in the past. In fact, there were, in 1942, 
4,797 miles of railroad in that province, while Ontario 
had 10,480, Manitoba 4,837, Saskatchewan 8,780 and 
Alberta 5,681. The carrying out of the project would 
be a first step toward establishing 4 balance, while 
contributing at the same time to a very desirable 
economic evolution. 

oF I understand that the memorandum you have 
just read is a summary of an article or study of some 
seventy pages which you prepared on that subject? 

A. Yea, (sir. 
I believe it would be useful for the Commission, 


Q 


v 


to see that study. Will you produce that as an exhibit? 


A. Certainly. 


Q Would you have five copies of it prepared? 
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A, Yes; neiy, 

Q. They will be produced as Exhibit 109? 

A Yess § sda 

Q. Maybe you could prepare an additional copy for 


the Canadian National? 

A. Yes, sir. 

Q. Now, maybe you could give us a short -- 

THE CHAIRMAN: It will be produced as Exhibit 110. 
MR. DESMARAIS: Yes, very well. 

Q. Would you give us a short description of the 
Abitibi region, its location, its area; a short descrip- 
tion, @ summary? 

A. Here is the Mattagami region; it is located half 
way north of the region commonly called Abitibi. Abitibi, 
and I believe many people know that region, developed, as 
you know, in that way, on two lines more or less parallel, 
one formed by the large centers, half way north, Val 
d'Or, Bourlamaque, etc., and the other by the centers 
relying more on agriculture. 

The population of Abitibi has now reached about 
135,000. And it is rather interesting to note that the 
development of that region dates back about twenty years. 
It began earnestly in 1930 and it has developed in the 
midst of the economic crisis, which means that we can 
recognize that thenatural resources of that region are 
ready to be developed at the precise moment when there is 
a drop in the economic activity. And agriculture, the 
movement of settlers, the gold mines are evidently the 
main illustrations of that fact. 

Q. I believe there are three counties in that 

region? 

A. Yes, for provincial matters, there are Abitibi 


West, Abitibi East and there is Rouyn-Noranda. 
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Q. In the first paragraph of your memorandum you 
say: 
"Last year the Canadian National finished 
the construction of a railroad about 40 miles long, 
from Barraute to Rapide des osdneae" 
Upon whose request was it built? 
THE CHAIRMAN: ©, Barraute? In what direction 
is it from Rapide des Cedres? 
A, Immediately south of the Laas township. 


Q. And that is the terminal of the railway? 


Q. And the extension would go from there to Chiboug- 
amau? 

A, Ves, sir 

Q. What would be the length of that line? 

Bout 165 miles. 

MR. DESMARAIS: Q. That section, which was 
constructed last year a distance of 40 miles, was it 
through the initiative of the Canadian National? 

AY I believe it has been constructed at the request 
of Howard Smith, who, at that time, was keeping a certain 
minimum of his transport for the Canadian National. For 
example, the company already had, as I have said a while 
ago, forest grants in the south of the region. 

Q. That first part, the construction of that 


section has been built for absolutely commercial considera- 


tions? 
A Yes, sir 
Oy For the 165 miles, there is a new layout; is 


that layout definite? 


a Certainly not, it is certainly not a definite 
layout. I think engineers or experts on the matter 


should be called upon. However, on the layout which is 
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Shown on the map, we have especially taken into account 
the natural resources of the region and particularly the 
localization of the mining resources. Therefore, 
obviously, it is not a definite layout. It simply 
indicates a direction which the railroad could follow. 
An investigation carried out in a more detailed manner 
will certainly be necessary. 

Q. Have you discussed the project with the Canadian 
National Railway Company? 

A. The Canadian National is certainly informed of 
this project. Last year, at the end of January, in 
particular, there was a meeting of about 150 business men 
at Val d'Or in ‘Abitibi. Mr. Fairweather of the Canadian 
National was present at the meeting as well as Mr. Maxwell 
also of the Canadian National; the project was discussed 
and different lumbering and mining companies pronounced 
in favour of the project. Mr. Fairweather addressed the 
meeting and said that the project was certainly, or 
rather that it certainly deserved all the attention of 
the Canadian National and that its realization was certainly 
desirable and that it was, for him and for the company, a 
question of time. IT believe it was also a matter of 
public Yopinion. 

Q. Now, Mr. Lamontagne, on pages 2 and 3 of your 
memorandum you state certain economic principles which 
must be considered in a project of this kind; the revenues 
which the government can derive from such 4 project and 
its social utility. Are you of the opinion that those 
are the only considerations which could prevail or do you 
not consider also the commercial value of such a project? 

A Naturally, one must always consider the 
commercial value of a transport network, when that network 


or part of it is the property of a public concern. Ft 
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believe it is not possible to take into account the 
direct revenue it yields nor also its indirect effects 
and consequences, because, even if they are indirect they 
are none the less real. 

Q. Do you think that in the development of a 
railway snetwork in Canada, in the past, that policy whih 
you are advocating at the present was tkken into considet4- 
tion? 

A. I believe there are certainly cases where the 
objective was purely utilitarian, even social, and not of 
economic utility; a project simply carried out to serve 
a population. I have seen recently in the newspapers 
that the Canadian National havie just purchased a short 
section of railroad in Temiscouata county when the railway 
is only used to serve the local population and where there 
is certainly not a considerable volume of transport. And, 
in addition, the timber goes to New Brunswick and not in 
the province of Quebec. There, the social utility was 
especially considered when the railway was purchased. 

That is why the Canadian National acquired it. 

ae Who, do you think, -is in the best position to 
decide that? Is it up to the Canadian National or to the 
government to take a decision, the initiative? 

A. I believe that in a case like that, where the 
authorities of the Canadian National are not sure they can 
cover their expenses by the carrying out of the project, 
it is up to the government itself to take a decision, 
considering it 1s, in other words, a matter of utilization 
of public funds, and that a crown corporation would not 
normally tie up the public funds without consulting the 
government or parliament. 

ap Now, is the principle which you are now stating, 


as applicable to the Canadian National, also applicable to 
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the Canadian Pacific? 

A. I do not believe, because the Canadian Pacific 
is a private enterprise. Therefore, all the Canadian 
Pacific can do is to consider the direct revenues and 
costs, because the indirect revenues, such as those 
derived from taxation or from the increase of volume or 
the number of its indirect revenues could not increase the 
profits of the Canadian Pacific, while that contributes to 
increase the revenues of the government. We must always 
make the distinction, very important in my opinion, that 
the Canadian National is a public enterprise and the 
Canadian Pacific is a private enterprise. 

Q. Then you speak of natural heieio eet and about an 
estimate of a 100 million cords of wood ready for ex- 
ploltation. By whom was that estimate made? 

A. I obtained that estimate, as well as most of the 
information contained in the report, from the provincial 
minister of Lands and Forests. 

Q. In the same paragraph, you refer to the easy 
exploitation of that forest, that is, once the railroad is 
built? 

A. Yes, also easy from the geographical point of 
view. It is a region where the geographical undulations 
are very rare and the soil very firm. It would be 
relatively easy and inexpensive to build a road there, 
or even a railroad. 

ae Under the same title, in the same paragraph, you 
say: 

"Tt is not desirable to have all such 

resources processed within the region." 

Does this mean that it is not desirable to have industries 
in that region? Is this what you believe? 

A. No, but I believe that it is not desirable that 
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all the forest resourcesin that region be processed 
within that region. This would not be economical. 
Many pulp and paper companies in Quebec and even in 
Ontario are short of ee resources, of raw material. 
When the new growths will be ready to be exploited 
only in thirty years, I believe that it is not desirable 
to weaken, in a more or less near future, the already 
existing mills by building new mills in that region -- 
they would be free to reopen in some thirty years. I 
believe it would be a loss of capital, a loss of 
equipment -- it would not be desirable. 

0. Now, you referred to 100,000,000 cords of 
wood, and on page 4, paragraph 3, you said: 

"A reserve of about 50,000,000 cords would 


be accessible to the proposed railroad." 


In ordes’ to exploit that other reserve of 50,000,000 
cords would it be necessary to build another branch line? 
Whatis to be done to exploit those other 50,000,000 
cords? 

A. There is no doubt that a new line would be 
useful and would be desirable in the direction of 
Mattagami Lake. I think you could locate Mattagami 
Lake on the map. It might. be useful, There would be 
perhaps a distance of 60 miles. And, beyond that 
region, in the westerly direction, I believe that the 
exploitation of the forest would be rather difficult; 
it is a marshy region. 

Q. Now, on page 6, in the tenth paragraph, you 
refer to the mining resources, to the discoveries already 
made, to the views of experts and experienced men, and 
you say that everything enables us to predict rapid and 
important developments in the region. Would you 


kindly develop these points and tell us the source of 
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of your information? 


ay Again on this, I have consulted the Quebec 
Mines Department. There is where I have obtained the 
information. And I have reproduced in my report the 
situation from the viewpoint of exploitation and 
discoveries as it was last year. I think you could 
refer to pages 30, 31, 32, 33 and 34 of the reports 
or declarations of the different companies in which their 
present discoveries are shown. In fact, every expert, 
every mining or forest engineer that I have met and 
consulted about the question told me that this was the 
richest region that the province of Quebec ever had and 
the best balanced region from the nature viewpoint. 

Q. In the development of these mining resources, 
you mentioned the rapid development of the region. In 
your opinion, how long would it take, after the con- 
struction of the railroad to attain a rather important 
development? 

A. I believe that it is rather hard to 
build a system of forecasting on what will take place 
in the future. I believe, first that it is the 
function of the building of a railroad; secondly, that 
it is also the function of the policy of the provincial 
government; and it is also the function, to a very 
large extent, of the economic fluctuations that will 
count in the future. I believe that if needs will 
exist, economic real needs, in the future, development 
will be more rapid. I really believe that within a 
period of 10 years important developments will take 
place. 

Q. You speak in paragraph 12, on page 6, of the 
still incomplete soil inventory. I believe that the 


question comes under the jurisdiction of the. Department 
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of Agriculture? 

fe The Department of Colonization. At the 
present time, the Department of Colonization has 
definite and detailed plans for the development of 30 
communities in the region. Even the site of the 
churches has been definitely located. The surveys are 
very elaborate and 25 townships have been investigated 
up to the present time. 

Q. You also say in the same paragraph that 
15,000 farmers could settle in that zone alone, the 
last one in the province of Quebec to offer possibili- 
ties of agricultural expansion. You say there that 
you consider that only an agricultural development would 
take place, or is there any other development that you 
have considered in your memorandum? 

A. There are others. I simply believe that 
the development of the region from an agricultural 
point of view does not justify the construction of a 
PaLLroad » 

ae There must be at the same time the others 
that you have mentioned? 

A. Only the development and exploitation of 
the other natural resources would contribute to create 
a local market for the region. 

Q; Now, on page 7, in the paragraph dealing 
with the economic consequences of the project, you 
stace that the cost of construction of the proposed 
railroad would amount to about $14,000,000, supposing 
an expenditure of $85, 000 per mile. Could you give 
us the source of this information? 

A. I have consulted, on this subject, the 


industrial engineers of the Canadian National, who gave 
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me these figures after going into the region and 
making a rough estimate of the approximate cost. 

Q- Is the cost of construction in that region 
comparable to the other ere of the province? 

A. I am told that the topography is very 
favourable, that the cost of construction would be 
lower than in the other regions already developed. 

Q. Who told you that? 

fis Mr. Marchand, industrial engineer of the 
Canadian National at Quebec. 

ae When you refer to the cost of $14,000,000, 
do you include the track and the stations? 

A. Yes, sir. 

ae Now, on page 8, paragraph 3, you say: 

"In years of relative prosperity, the 
conveyance of timber, as well as of the men and 
commodities required for forest operations 
could bring in approximately $6,500,000 to 
the Canadian National." 

What are these figures based on? 

A. We have supposed a rational exploitation 
and adequate markets since we are talking of prosperous 
conditions. If we talk of prosperous conditions, it 
is possible to produce about one million cords of wood 
per year, to convey one million cords of wood per year. 
And, according to the information supplied by the 
Canadian National once more, the average cost of 
Cia for the wood in that region would amount to 
about $6 per cord. Thus, we come to $6,000,000 for 
the conveyance of wood, and the cost of revenue of 
$500,000 is obtained from the conveyance of the goods 


required for the exploitation of the forest resources, 


and the conveyance of men. 
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Q. You are making an estimate? 

A. Yes, it is an estimate; I am giving you my 
method. I do not think that it could be absolutely 
accurate. It gives an approximation. I am giving you 
an illustrated study. 

Q. Of course, such an amount of revenue could not be 
expected before the region is reasonably developed and 
exploited? 

A. Agreed. 

Q. When you made these estimates, did you take 
into consideration the possibility of developing the 
road system later? 

A. I believe that the type of natural resources 
existing or to be found in the region is not likely to 
be carried extensively by truck. The trucking of wood, 
ore, etc.,for a rather long distance is neither profitable 
nor economical. 

Sic Now, on page 8, paragraph 6, you refer to 
probable revenues from agriculture amounting to 
$25,000,000 annually and then to those from forest 
operations with a somewhat etnias amount, without taking 
other revenues into account. What total amoumt do you 
reasonably figure to give when industrial districts have 
become developed? 

Ae Naturally, this is rather difficult. Mining 
products in the Abitibi region exceed $150,000, 000 
annually. I believe that $100,000,000 would surely be a 
conservative figure when all the natural resources in this 
new region are considered. 

Q- Now, yourmain recommendation, I believe, 
appears on page 14. This is what you are requesting the 
authorities concerned: if they consider the project still 


too risky, they could at least officially announce their 
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intention of constructing the railway line. When refer- 
ring to the authorities, do you mean the company? 

A. Jointly. This study does not claim in any 
way to be final or exhaustive. For instance, the layout 
of the railway line is not yet dutéradteds and the cost 
is not estimated adequately. 

However, the conclusions of the report regarding 
mining resources in the region is a justification for 
stating, in my opinion, that in principle at least the 
project appears as useful and desirable. 

Under those conditions, I believe that the Abitibi 
Feonomic Guidance Council would be satisfied if the Royal 
Commission was to recommend to the Dominion Government and 
the Canadian National to undertake as soon as possible all 
operations and research work required for the carrying 
out of the project, as for instance, sending industrial 
engineers to estimate the probable cost of the railway 
line, determining also the layout and then coming to a 
final decision in the shortest possible time so that the 
project, if pedduniaes MavolbIe, may be proceeded with 
and completed within the next few years. 

In this manner, I feel that the application made 
by the Economic Planning Council is not exaggerated in 
view of the conclusions and the present research work 
concerning the region. 

Q. This is all I wanted to ask. Perhaps other 
persons here would like to examine you. 


A. Very well. 


CROSS-EXAMINATION BY MR. FRAWLEY: 
ane Mr. Lamontagne, do T understand that you are 
here before the Commission because the Canedian National 


is involved? If the Canadian Pacific Company wasinvolved, 


would you be here also? 
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- oy - Mr.Lamontagne. cr-ex 
Bs I think the same thing cannot be asked from the 
Canadian Pacific as from the Canadian National. 

Q. Why? 

A. We surely could not require from the Canadian 
Pacific that they consider indirect effects of profits 
whereas this may be required from the Canadian National. 

Os It is important for you that the Canadian National 
be a public undertaking? 

A. Very important. 

Then, the matter does not relate to a railway? 
What do you mean? 


It is not a railway matter? 


doa GD) i) BD 


There are two points. The Canadian National is 
a transportation company and in addition, a public 
undertaking. The behaviour of a private undertaking 
cannot in any way be compared . to that of a public 
undertaking. If the Canadian people deemed it advisable at 
any. time to have a transportation system of their own, I 
believe that the system should meet their desires. 

Q. The Canadian National Railways are the property 
of the Government of Canada? 

A. Yes, sir. 

Gi. Are you gong to make an appeal to the Government? 

A. This is a first expression of opinion. We have 
also submitted our application to the Canadian National and 
it appears that the Economic Guidance Council requested last 
month an interview with the company in this regard. 

Q. Mr. Lamontagne, I have no objection to your 
submission, but would you be interested in the matter 
if the Canadian Pacific were involved and the Canadian 
National were not involved at all? Can you understand 


that? 
A. Not necessarily. Although I believe it would 
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be different. That could not be required from the 
Canadian Pacific. 

THE CHAIRMAN: Q. Have the Canadian National 
Railways already a line in that area? 

A. Yes, sir, and precisely because the Canadian 
Pacific cannot act as the Canadian National. 

MR. FRAWLEY: Q. They cannot? 

A. No. 

THE CHAIRMAN: Q. What do you mean by they cannot? 
Is it because this railway is not already in the area but 
the Canadian National Railways are there? 

A. This is the main reason. 

Q. The Canadian Pacific is not there? 

AS No. And I would even say -- 

Q; If the railway already operating in the area was 
that of the Canadian Pacific and if the Canadian Pacific 
had already started this extension of 40 or 50 miles, 
would you request an extension from them? 

Ne We could do so, provided that the Government 
would be ready to grant a subsidy to the Canadian Pacific 
during a deficit period. As the Canadian Pacific is a 

private undertaking, they have to make profits or, at 
least, balance expenditures and revenues. The indirect 
consequences of the project, for example, an increase of 
revenues, would mean an increase in the taxation revenue. 
This would assist in increasing the revenues of the State 
but would not assist in increasing the revenues of the 
Canadian Pacific. 

MR. FRAWLEY: Q. Whether the construction of 
the railway line results in a deficit for the Canadian 
National is not very important? 

A. It is important, but I bdieve that thereis 


a point to be considered. We are speaking of a fact, 
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namely, that the Canadian National Railways are a public 
undertaking. If that company is a private(?) undertaking, 
it mould so act as to seek the general utility or general 
welfare of the nation, while a private undertaking is not 
forced to act in this manner, and, if desired, it could 
under some circumstances not consider revenues but only 
the operation cost, it could not disregard general utility 
and it would not have to operate. 

0. There is an important difference between the 
Canadian National and the Canadian Pacific? 

A. Yes, the former is a public undertaking while 
the latter is a private undertaking. 

Q.. And you are here to-day because the Canadian 
National is particularly involved? 

A. Not necessarily. 

Or Particularly? 

A. I believe that it is because the responsibility 
of undertaking the project could not be left to the 
Canadian Pacific alone. 

CROSS-EXAMINATION BY MR. O'DONNELL: 
MR. O'DONNELL: @Q. Why not? 

we The C.P.R. could incur a deficit and might even 
incur deficits at a time when revenues of the State are 
increasing and their total is exceeding the cost. The 
Canadian National Railways being a public corporation, or at 
least being under the Government, are in a position to take 


that effect into consideration. The Canadian Pacific 


cannot. 
co 


Q. In your opinion, the fact that the Canadian 
National may incur a deficit is not important? 

A. I did not say that. 

Q. It comes to the same thing? 

fh. I said that it is not an essential. condition 


of their behaviour. The Canadian National may continue 
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to survive and to provide great services, possibly greater 
than the Canadian Pacific, while incurring deficits. 
Q. In fact, it renders so many services that you 
have no objections to see it incur deficits? 
A. No. 

MR. O'DONNELL: I merely want to say here that, 
as I have had no copy of the memorandum, I was not in a 
position to gather information in connection with the 
investigation that could have taken place up to this date 
in connection with this railroad. I know that last year 
the Canadian National had the building of the Barraute- 
Rapide des Cedres section of the ‘railroad completed 
and this was done, your lordship, under the authority 
of Act of Parliament, Chapter 41, Act X, George WI, 
August 31, 1946. 

THE CHAIRMAN: Which year? 

MR. O'DONNELL: 1946; August 31, 1946, Act X, 
George VI, Chapter 41. And according to the Act governing 
the Canadian National it will be necessary to obtain an 
Act of Parliament authorizing the construction of a similar 
railroad. I do not know at what stage the investigations 
could be now. St any rate, the C.P.R. research and 
development department is investigating similar situations 


and problems. 


This is all I have to offer him. 
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GILBERT LEBEL, called 


MR. DESMARAIS: Mr. Gilbert Lebel, from 
Senneterre, Vice-President of the Conseil d'Orientation 
Economique d'Abitibi, wants to be heard. * He has no 
prepared memorandum. | 

THE CHAIRMAN: On the subject of this memorandum? 

MR. DESMARAIS: No. 

THE CHAIRMAN: About another region? 

MR. DESMARAIS: No, about the same region. He 
wants to make certain representations on the subject of 
the level of the railway rates in his region. 

THE CHAIRMAN:Q.Mr. Lebel, you have something to 
say on the transportation rates? 

A. Yes, sir. 
eae What are your initials? 
A. iS iad = Bs 

MR. DESMARAIS: QQ. What is your profession, 

Mr. Lebel? 

A. Contractor and manufacturer. 

a Where do you live? 

A. At Senneterre, in eastern Abitibi. 

Q. I understand that you are the vice-president 
of the Conseil Economique d'Abitibi; is this right? 

ws yes, sir: 

Q- Could you tell us in two words what is that 
organization” 

A. , The Conseil d'Orieirtation Economique d'Abitibi 
has for:  »its object the development in general. 

THE CHAIRMAN: Q. Speak loud so that every one 
here may hear you. 

os The Conseil d'Orientation Economique d'Abitibi 
is concerned mainly with the movements of general interest 


in the townships of Abitibi, such as the development of 
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our natural resources, of our forests, of transport in 
general, of our water powers. It can be summed up a 


ticple in this: 


MR. DESMARAIS: Q. Who are the members of this 


organization? 

ay The organization is a complement 
of the Chambers of Commerce. 

Q- It is the mayors of municipalities, of 
townships? 

A. All mayors of the counties, the chairman of the 
Chamber of Commerce, Mr. Armand Dumas, president of 
Villeneuve county, and all the business men. 

Q. Have you lived in the region very long? 

Ai” Po live ‘in this région since 1923; 

Qi. Do you know very well the conditions of the 
region as well as the conditions of transport? 

A. Yoo. S27. 

Q. You have stated to me that you had representations 
to make to the Commission concerning the railway rates? 

A. I would like to speak tothe Commission about the 
economic consequential effects of the railway rates. 

We are located rather far from the others, we are 
quite far north. Therefore the apportionment of the 
freight rates at so much per cent is such that they are 
higher than those of large centers. Take for example this 
illustration, and I shall be as brief as possible; take 
pulpwood for example. Our freight rates for pulpwood, 
before the war, and even during the war, was at an average 
of $6 per cord, to-day it averages pal d per cord. The 
result is that the sales of wood in Abitibi will be about 
50 per cent less than thoseof the previous years. Yet 
pulpwood is a merchandise. It is our prime industry in 


Abitibi. We are in a young country which is developing 
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and wood is a raw material taken on the farm. And that 
wood is completely lost if it is not used. 

As you have seen from Mr. Lamontagne's report, 
we have a very great quantity of timber in Abitibi and 
we have timber which has been mature for several years. 
That means that if we do not get reasonable freight rates, 
rates that are not prohibitive, we shall not be able to 
exploit the forest and we shall lose millions and even 
billions of dollars, we shall lose our main source of 
revenue. That also applies for pulpwood. 

I know you are used to investigations, that 
you have already carried on investigations. There is 
another factor, the sawn timber, one of the prime indus- 
tries in,Abitibi. 

Sawn timber cost $6 before the war and even during 
the war; to-day it costs $8.12 for Montreal and $9.80 
for Toronto. And that is the average of the freight rates 
in Abitibi. 

Now, on the newly constructed short line from 
Barraute to Kiask Falls, there is a special freight rate 
of $4.18 per M. which gives a freight rate added to the 
existing freight rate from Barraute to the great distribu- 
tion centers amounting to $13.80 for Toronto and $12.30 
for Montreal. That is paralysing the business. Many 
wanted to carry on lumbering operations on that line. 
That line is built exclusively to carry the wood to the 
settlers. They have to allow for the freight rates even. 
And many < Abitibi this year are giving wp the business 
especially on account of the transportation rates, and be- 
cause timber has a tendency to decrease, the transportation 
rates go up. 

If the transportation rates remain the same as 
they are to-day, well, to-day's economy is going to suffer 


by it and even everything in general since the timber 
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produced in Abitibi is transported to the large centers 
and it is used for building or making paper; it is used 
to provide employment. We might well say we are the 
source of supply for the ous of the country. 

I, myself, have employed as many as 1500 men; 
last year over 600; this year, I am employing 50. 

Q. Do you attribute that to railway rates that are 
too high, or to other reasons? 

AY Well, yes. I am just back from a tour. 
(One sentence unintelligible). And I came back with this: 
if we have a customer, we immediately figure out the 
freight rate and as the freight rate is too high, hei 
is not able to buy it at the price he wants to sell it. 
All construction materials have a tendency to drop in 
price because the cost of living is excessive, and the 
cost of transportation is increased, which contributes 
to increase the cost of living. 

In our region, the average of the freight rates 
for dry goods and groceries is over one dollar per 
hundred. 

Q- How does that rate compare with the rates 
in other regions of the province? 

Ae In the province? Around the large centers, 
you do not have an average freight rate over 35 cents. 
Take, for example, around the large centers, when you have 
competition between two railways, or the truck competition, 
you have neduced freight rates. 

In our region, there is no competition, except 
at Val. d'Or where you are given a summer rate. Outside 
of that, there is no competition. There is only one 
railway which we patronize, and in spite of themselves, 
and they do not want to give us the chance to patronize it. 


I have been working with the railway since 


ethtaes 6 ogee we 5) pedwoqarand ar balay 
> ei at $2! S8c8q goiNem 7 webb Lad. 101 pai 


55) SEP ORE pe yee Lew tigte ee steamy o Legis abivora 

i vio r} f ok eye te se. ; ‘ f 
yer . eatnien’ Sav La daet sad set! edaatie’ 20 Saaved a 
ee Cee BA Cra us heN Olgas. avEH Agni i 


. Wile Sukie fe. ok og ‘es 
ch oO Bethy Gs We L IAey ahi 4ANG0 OG 


taey Jobs 
| sibel 


eye re i, eek 2 %< ‘Megs es * ent gt aie — A + eh che 6 oi ‘ , 
(O58 FRAY Beteq vawlien ad vay RING SUITS: LOW OF te i ir 
; ‘ nn” as oe lies iy 


int 


eae | FRAGA SOE ROTO oF Tot Haka Rees | i 


” Ly . - 
al Beg : : ¥ 
4 ¥ ee NaS ; ul eae a ne WP? SS wer ys a oT _— a id t 
d Nate”) See ee - 8S Ax iow aD | a af 
iS ih ‘ 3 A S i ‘ : ; > 
; ig a W ¥S 3 5 it ir, 2 ae Sy i chao Rke ao ie Bade Ener hie ‘ 4 ; & 
ee 2 Mn | ead ces Eig ta ing 9oreinee eagy) ae 
‘ \ - ; p : 
ita ‘ ar ; 
Oe did weak vygedabh anes sre 
he ws Ny De seas G29 Soule cede so op ra ; i 4 ae 
| Ue VEEL DORE GW eM I ene SAV eN oge he 
j ¥ ; fae Aa faa 


2. Dee eae af atovt pee | 


1 ¥ ei my 
Ub, BaD eae = fe , aly’ bb Ne ' / 4 
hig fe we AER EY at Wa AY eee Sy vf ee Pi 
Se ee 7 Pr lies az a og aly oF Ae re at 4 \ 
eee MO ik Ls \ Wi 
& f oy z 4 mes i" Th f i vt of a bac e, ; rr y oe 
i Mee Sek s+ 


“ 
_ 
x 
4 
7 
a 
pe 
ae 
% 
=e 
ps 
he 
. 
ie 
e 
= 
2% 
® 
to 
aot 


sD peg |) Ae ie eH, re. ‘ i . + 
tate ee pe emeete, f a ee ® hy Yas al i pt le 4 P } 
aes BS TG Wea ede SCs 11 Se HET See Ai ; 7) 4 


se Pa ’ ‘ 
sa a ellos Gite oOStre te: sey Le Pee yest 
BE = we ies 7 "3 ob Se LS am ESS a A x my Ts ‘+ ors - 
Mi " 5 TE wt t. AP 4 Me me 
Fe) oe By abd > ir 

* Apoye : ee : 
Re ' re ¢ ‘ 7x 

em : oP LN 2 ae tne 3 
We a ee eet Sti GS vora ‘ Th. wow ag a : 

bh ae | 1 

' ve D ie 
I 
are sana brah 4 
ae ts tS & € 7 
# z bi ied ied Y 1S sents nr i 

x eg Sah Biter Gay a ee Pri : 4 ‘ 
ae A ad SE day ONS SFaccat (aaa eT ote ft . ‘aly cond P 7 4 
| ae ee EN | SE Ra oe et hres eee Cea Ge oe y 
, 3 es Wy = DN ag bls ae = ' ' “ j - 

’ } ‘ 


rs fn. eee oe Tp sae Sere Pere. vy CY SS ae es 4 . r mee i 
‘ Veet Wig e Wag I BBL yy ie FUG svar! 3 Off OD: HEY -_ 


“i 
= 

4 
cs 


44 Be etree sacs ae gai Ae r Sit td 
Ls : we F Pte OF cf dy OF he Gri OMe t lac a oxo ov ‘ aus r y 
ee : = : 


bas 4 OM eaege ; BOE Gt UR be ys LP Peek: My 
_ — ste if oth! AOR , a ores ee ‘ Ge wet By ) oy w ea te ute | NOU J ts ig agnor . . ry iy 
ntiwe we pip eae Ve ref) hte 
be a ee Ot 04 ag aa) Aisogho evar yoy ws a 
VEDI (MES POTS oO Bs See Mis tae mio ily, ‘ - Pal ; 
ied : | ee Pak . oa 


By oat uO: ‘ an ee Se Sei oy ) 4a ay 
. iy a ree = dv ba ov Ey i: 9 3 “ways sort. a0vh’ tay we oo 


ie, 


aA 
re te 


F eto eAniey Bk Secale ed soe af moma: 
ee Te * tae. x Bi nes 


f setae * “oad ee nia 
{ ae hay ett ne “Aby ie oh 


shi 


ee Mr. Lebel 


19233; I alone have shipped more than two million cords of 
wood. I have shipped some to Ontario for several 
millions of. dollars. 

I know quite well what is a railway. I believe 


I have nothing but congratulations to offer the railway 


authorities. I get along well with them. Everyone does 
his best. But, like the C.N.R. which has to maintain 

a transport system, the C.P.R. has to keep trains on the 
line, and they pay their employees the same as if they 
carried only half ‘the freight. If the tonnage is 

fifty million pounds and they carry only twenty million 
pounds, they pay their employees just the same, and their 
cars, locomotives, etc. wear out just the same. 

Q. You claim that their rates -- 

A. Are prohibitive. 

‘ae Does that take away from them a volume of paying 
traffic? 

A. Yes. If the C.N-R. or the C.P.R,. 1s to be 
financed by itself, it must not be done according to our 
region on which depends the people's economy, because it 
is the people's economy which is going to suffer from it. 
It is not always fair, either, especially in a remote 
place like ours, to make us pay for the others especially 
in regions where there is no competition. It would be 
better to help or subsidize the railway, and everybody 
would pay the same. 

Q- You are in favour, for the distant regions, of a 


reasonable rate and that the railway be helped by subsidies? 


A. We need a reasonable rate. Everything is 
increasing. If nobody stops the rise in the cost of 
living, where are we going? It seems to me the 


Government should begin by setting the example, stop the 


cost of living from going up. 
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eye Mr. Lebel 


a Habe you any other remarks to make? 
A. If you have other questions to ask me. 
THE CHAIRMAN: If you like, he may continue 
to-morrow. 
MR. DESMARAIS: Unless he wants to leave to-night. 
MR. O'DONNELL: Mr. Chairman, I would just like 
to observe that his rates, like those of everybody else, 
are fixed by the Board of Transport Commissioners; and 
as far as his markets for pulpwood this year are concerned, 
they are the same as for everybody else. 
THE CHAIRMAN: Q. Have you made a request to 


the permanent Board of Railway Commissioners about those 


rates? 
A. Yes, there were representations made -- not 
very recently. There were representations made on my 


part four or five years ago, but not since that time. 

ay Nothing has ever been done for you? 

Ws We were very well used by the railways, just the 
same, in everything. It 1s not I who is going to 
complain about the railway. If the railway wishes to 
finance itself by its own means, it is very well. There 
is something, however, as for us, we are no longer in a 
position to carry on; we have to stop. 

THE CHAIRMAN: The current rates in that region 
are normal rates. There are no preferential rates, no 
special rates. 

MR." DESMARAIS: Only at Val d'Or, where there is, 
in summer, the truck competition. 

Q. Is therea substantial reduction? 

AS No, it is not great and it is only by the car; 
not by weight freight but by complete carload. 

Ey. Have your difficulties begun with the recent 


increase of rates or before that? 
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ye, = Mr. Lebel 


Ay They began with the first one. 

0. The first increase? 

A. Yes, sir. 

Q. THE CHAIRMAN: Q. You are speaking of what year, 
Mr. Lebel? 

As Last year. 

Qe Before that it was going fairly well? 

A. Not badly. If the same rates had been main- 
tained, ey aes not had the two last ones, we would have 


been satisfied. 


Q. Give me a comparison of the two rates that existed 


before last year? 
Le There was $6. 
Q. What is the comparison from your home to Montreal 
for example? 
A. <I have no comparison for the rates for groceries 
but I have the comparison for timber, for example. 
Q. For timber? 
A. Before the increase of 21% it was $6,25, today 
ie Binoy Le. 

THE CHAIRMAN: Is the increase justified? 

MR. O'DONNELL: On the $6 rate there was an 
increase of 30.6%; that is, $1.84, which makes a total of 
$7.80 instead of $6. 

MR. DESMARAIS:Q.Your present rate, the one that 
is quoted there, is that the one you are paying? 

A. Yee, that is the amount we are paying at the 
present time. 

THE CHAIRMAN: We are taking note of everything 
you are saying. As you know thereis already a Railway 
Board looking after that as part of its duties. 

MR. LEBEL: I am not here today in 4a personal 
capacity. 
THE CHAIRMAN: When recommendations are made to 


us . for regions and rates,we give them our most serious 
consideration. 
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